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Editorial Section 














GUNNING FOR PROMOTERS. 

Elsewhere in this issue will be found informa- 
tion concerning the investigations made by the 
New York Insurance Department of the methods 
of the promoters of various insurance concerns. 
These official reports prove the accuracy of our 
own statements concerning innumerable schemes 
of the kind during the past two years or more, 
namely, that the expenses of organization are out 
of all proportion to the amount of actual cash 
secured through subscriptions for stock; that pri- 
marily all these efforts to organize companies 
through stock salesmen are schemes to make 
money for the promoters with only the most re- 
mote likelihood that the promoted company will 
ever complete organization and become a per- 
manent insurance institution; that the “literature” 
used by these promoters to assist them in their 
swindling operations is almost invariably mislead- 
ing to a degree, almost, if not quite, fraudulent; 
and finally that any concern in process of orga- 
nization which refuses to give a definite statement, 
under oath, if required, showing the amount of 
subscriptions actually secured; the amount paid 
thereunder; the dates on which additional pay- 
ments are to be made by the subscribers; and in 
detail the expense of the promotion, is unworthy 
of arty consideration by sensible business men. 
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This last point is one upon which we have always | 
insisted strongly. | 

Various other thoughts are suggested by the ex- | 
posures following the investigations by the New 
York Department. What seems to us one of the | 


most important points for the consideration of 


thoughtful men interested in promoting honesty 
and decency in business affairs is the part played | 


by unscrupulous insurance publications in aiding 
in the exploitation of such swindles as are now 
exposed by the New York Department. No term 
less harsh adequately describes the operations of 
these promoters. Stripped of all pretense, their 
game is to obtain money by false representations 
concerning the profits which may reasonably be 
expected to accrue from an investment in stock 
of their proposed companies. As a rule, they get 
their money only from persons who are unin- 
formed—school teachers, nice trustful old ladies; 
and so on. They are aided in this unsavory ac- 
tivity by men of prominence, who lend their 
names directors, and insurance 
which for the sake of the immediate cash return 


as by 


papers, | 


are willing to sell their reputations and print the 


advertising of these “fake” schemes. 
The reputable life insurance companies are also 


to blame because they have it in their power to | 


exert heavy moral pressure upon the papers which 
ask and receive their advertising support, while 
at the same time aiding the exploitation of the 
public by promoters of “fake” schemes. We dis- 
cussed this editorially in our issue of April 1, 1910, 
and sent marked copies to several companies of 
high standing whose advertisements had been run 
ning in certain papers which in the same issues ad- 
vertised two fake companies which made dis- 
astrous failures. 


If the decent companies refused | 


to pay for advertising space in those papers which | 


carry the “cards” of “fake” institutions, 


would be a swift improvement. 





A BROAD-GAUGE ENDORSEMENT. 
Mr. James F. Whitney, general agent for New 


Hampshire for the Mutual Benefit Life Insurance | 


Company, writes us as follows: 


“Herewith find completed agreement ‘E’ and check for 
$10. This is my third years’ subscription. 
called for a special report. 
a year that I have looked inside your annual volume. 


But I believe in encouraging an independent reporting | 


concern of responsibility and sanity.” 


there | 







I have never | 
It is not half a dozen times | 





This sort of broad-gauge endorsement encour- 
ages us in our work. Our annual and monthly 
publications are not just what one would select 
for a “steady diet,” any more than a dictionary or 
encyclopedia, but like the Texan’s gun, they are 
mighty valuable in time of need, and always ready 
for instant use. 

There are a great many subscribers who not 
only prize our publications for occasional refer- 
ence, 
take 


but use them almost daily and in addition 
advantage of the further service which we 
offer, namely, special information such as con- 
fidential reports on any company at any time dur- 
ing the year and extra bulletins issued by us when 
occasion demands. 

Furthermore, all sorts of inquiries are addressed 
to us relating to classes of policies issued by com- 
panies, dividends paid, methods pursued, changes 
in management and present conditions; and these 
receive our prompt and painstaking attention. 





BROWN BOOK OF LIFE INSURANCE 
ECONOMICS—1910-1911. 


The tenth annual edition of this very scholarly and ex- 
haustive analysis of life insurance economics has been 
issued. It is almost unnecessary for us to comment upon 
its merits, but, for the sake of those of our subscribers 
who are not familiar with it, we desire to say that it is 
generally acknowledged to be one of the most re- 
liable publications available to the student of life insur- 
ance affairs who wishes to make comparisons between 
companies and to study the trend of the business as a 
whole. The care exercised by the author in compiling 
the work and his complete freedom from bias are worthy 
of the greatest praise. 

The book is published by Benjamin F. Brown, 55 Kilby 
street, Boston. In $2.50 per 
copy, and in the library edition $3.00 per copy. Full in- 
formation concerning it will be sent by Mr. Brown on 
request. 


flexible covers it costs 


COMMENTS ON OUR SERVICE. 


From Sam’! T. Rhodes & Son, General Managers for the 
National Life Insurance Company of Vermont at Roanoke, 
Va., letter being dated October 11, 1910: 

“Best is certainly on the job and we feel that the best 
returns we have ever gotten for our money have come from 
you. 

“We believe that we will always want your service and 
as it gets results don’t see how we could do without it- 
“We only regret that we did not subscribe earlier.” 
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Latest Insurance Decisions Discussed 
By WILLIAM OTIS BADGER, JR. 
(OF THE NEW YORK BAR) 





It is our purpose month by month to discuss the most 
important recent decisions of the courts of this country 
and Canada which have an immediate bearing on ques- 
tions of interest to the insuring public and to life insur- 
ance agents. The themselves will not be 
printed in full, and the technical portions will be pur- 
posely omitted so that the comments on the case, while 
covering the facts involved and the conclusions of the 
courts, will be readable and within the understanding of 
the laymen. 

If at any time our subscribers should desire complete 
decision in a case we refer to, we shall be glad to ob- 
tain it for them. 


decisions 


WRITTEN ESTIMATES OF SURPLUS DISRE- 
GARDED. 


The Court of Appeals of New York Does Not Look 
With Favor Upon Reading the Estimates of Sur- 
plus Guaranteed Into the Contract of Insurance. 

At the request of subscribers we print the prevailing 
opinion of the Court of Appeals of New York in the case 
of Langdon vs. Northwestern Mutual Life on which we 
commented in our October “Life News,” on page 56. 
The prevailing opinion of the Court written by Mr. Jus- 
tice Hiscock is as follows: 

HISCOCK, J. (aiter stating the facts as above). This 
action is brought to reform a policy of insurance issued 
by the respondent to the appellant so as to make it con- 
form to an alleged special contract for insurance issued 
to the appellant by the respondent’s agent prior to said 
policy, and set forth in the foregoing statement of facts. 
The policy was issued on what was denominated the 
semitontine plan. In addition to providing for straight 
life insurance, it, amongst other things, gave the insured 
the right at the expiration of the tontine dividend period 
of 15 years to withdraw in cash the accumulated surplus 
opportioned by the company to the policy. It provided 
that such share in the surplus should be fixed according 
to the company’s usage, and this meant that its amount 
would be contingent on the experience and profits of the 
company during such period of accumulation. The spe- 
cific complaint against the policy is that it does thus make 
appellant’s share in the surplus at the end of the tontine 
period, which had arrived before this action was com- 
menced, contingent and much less than the amount of 
such surplus as it is claimed it was guaranteed and fixed 
in said “special contract,” and the particular reformation 
which appellant desires is that this contingency as to the 
amount of his share in the surplus shall be eliminated, 
and that the absolute sum claimed to be fixed by the 
“special contract” shall be incorporated into the policy. 
The trial court found that there were no grounds enti- 
tling appellant to the relief sought by him, and this court 
agrees with that conclusion. 

Conditions Making Estimates Null. 


As appears, plaintiff's claim for relief rests on the “con- 
tract” delivered to him before the policy was issued. If 


| $21,215.70 and a “surplus’ 





that paper issued by respondent’s agent was not binding 
on it as a final expression of the rights of the parties, 
or if it did not in fact guarantee and fix appellant’s share 
in the surplus at a certain sum, or if, after it was issued, 


| whatever its original force and effect, appellant nullified 
| it by applying for a policy of insurance such as he in 


fact received and kept for many years without any com- 

plaint, then this action cannot be maintained. 
Estimates Merely Part of Preliminary Negotiations. 
This “special contract” was issued by one of respond- 


| ent’s agents in the course of negotiations between him 
| and appellant, relating to the latter’s taking out life in- 
| surance. 


It is claimed by the respondent, and has been 
found in effect, that this paper was simply a statement 
designed to be explanatory of what appellant could se- 
cure from respondent in the way of life insurance and 
was not intended to be a contract, and that the agent 
had no authority to make any special contract of insur- 
ance. While to my mind it seems clear that this paper 
was simply part and parcel of a series of negotiations 


| designed finally to lead up to the policy of insurance. 


and was not intended to be any final contract, still, in- 
asmuch as it was prepared on a blank furnished by the 
company and had the heading “special contract,” I shall 
assume that its issue by the agent was authorized, and 
that it was binding on the company according to its true 
force and meanipg. This leads, first, to a consideration 
of the paper and to the determination whether it does 
guarantee a fixed sum in the surplus. 

Items of Estimate. 

As has already been stated, the paper by its terms 
treated of insurance, “15 payment life; 15 year semi- 
tontine.” This meant straight life insurance with a ton- 
tine feature, and under the latter, as provided by the pa- 
per, the insured at the termination of the accummula- 
tive period of 15 years had the right to select any one 
of three options of settlement, of which only two are 
material. The first one entitled him to a “reserve” of 
’ figured at $25,810.80, which is 
It was, however, significantly stated 
in this paper, “Reserve guaranteed and amount stated in 
policy. Surplus guaranteed amount estimated based on 
past experience.” The third option, which is the one ap- 


the item in dispute. 


| pellant seeks to take advantage of, read, “Paid-up policy 


for $30,000 and cash $25,810.80, with annual dividend 


' during life on the paid-up policy under 2d and 3d op- 


tions.” Thus it will be noted that while that option states 
the item of cash, and which constitutes the share in the 
surplus, simply at a fixed sum of $25,810.80, those figures 
are the same figures and constitute the same item which 
had already been referred to in the first option as the 
item of surplus and in which option it had been dis- 
tinctly stated that while some surplus was guaranteed, 
the amount was “estimated, based on past experience.” 
While it doubtless would have been more complete and 
perfect if, in stating this third option and referring to 
the cash or tontine plan therein provided for, it had 
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again been stated that this sum was estimated and based 
on experience, still the identity of this sum with the 
surplus item of the same amount stated in the first op- 
tion was, obvious, and as it had been stated in such first 
option that.the sum was estimated, there could be no 
misunderstanding of this fact when such item was again 
given in the third option. I think this is plain on the 
face of the paper, and that appellant, who is found to 
have understood the nature of a tontine policy and which 
as one of its underlying principles involves the uncer- 
tainty of a given share in the surplus until the end of a 
fixed period, never could have understood otherwise than 
that this amount was estimated and uncertain rather 
than definite and fixed. Certainly there is no opportunity 
for any actual doubt about this, because the finding is 
and the evidence clearly shows that the agent discussed 
with him fully the nature of a tontine policy and made 
it clear that his share in any surplus was contingent on 
the experience and profits of the company during the ac- 
cumulative period. Appellant was not unused to these 
questions, for at this time he had already been carrying 
for years with this same respondent a policy which in- 
volved the tontine element. This contract, it is true, also 
contained the clause, “the third option will secure a 
paid-up policy for $30,000 which will draw large annual 
cash dividends together with $25,810.80 in cash,” but 
what has already been said in reference to the prior 
statement in said paper of said third option applies to 
this clause. 
Estimate no Guarantee. 

Therefore, it seems to me that on this proposition the 
appellant did not establish his case; that the contract 
did not on its face purport by guaranteeing a fixed 
amount of surplus to overthrow the ‘very fundamental 
principle of tontineé insurance that a policy holder at the 
end of his period should get a cash payment, dependent 
on what had happened during that period to and con- 
cerning other associated policy holders, but rather ex- 
pressed his share to be estimated and dependent on such 
contingencies, and, therefore, there was no variance be; 
tween it and the policy in this respect. But if we should 
view this paper otherwise, and should conclude that it 
apparently provided for a fixed share of surplus, of 
course appellant had the right in taking out his policy to 
treat the latter as his final contract, and to waive or elim- 
inate this fixed provision and accept the rights ordi- 
narily given to the holder of a tontine policy, and this, 
in my judgment, is what he did do. 

Policy Swallows Estimate. 


After this preliminary paper was delivered to him, as 
if ‘in full appreciation’ that it: sfill remained for him to 
deal ‘directly with the ¢éompany ‘concerning his policy of 
insurance, he made a formal application in writing ad- 
dressed to the.company. for .such: insurance. The court 
has found that “at the time he signed and delivered * * * 
his ‘said application for itlsurance ‘* * * he understood 
that le would, if hig application,for insurance * * * was 
approved by. the defendant company, receive from it a 
written policy of insurance “which in itself’ would em-_ 
body ‘and’ contain‘ each’ and ‘all’ of ‘the terms and con- 
ditions of his contract for.i insuran¢e with the defendant.” 
This, of course, is obvious. ; Itemight;almost be said as a 
matter of law that when the appellant made formal and 
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stitlene application for a policy of insurance, he knew 
that. if his application resulted in anything it would be a 
policy defining his rights with the company. This ap- 
plication amongst other things enumerated the form of 
the policy which was to be issued. It described the kind 
of policy—“Amount $30,000.00.. Kind 15 P. L. 15 Yr, 
S. T.” These initials and abbreviations stood for the 
terms written out in full in the so-called “special con- 
tract,” “fifteen payment life and fifteen year semi-ton- 
tine.” He, therefore, knew that he was applying for a 
policy which involved the tonting principle. The court 
has found and the evidence shows that he fully under- 
stood that under the fundamental principles of tontine 
insurance his share of the surplus to be paid at the end 
of the accumulative period must be uncertain and fixed 
only by the experiences and profits of the company dur- 
ing that period. This was the natural and ordinary 
meaning of the policy which he described in his appli- 
cation. Any other feature in such policy such as the 
guaranty of some specific sum as is now claimed would 
not only be unusual, but would be a violation of the very 
theory of the insurance 

| tainly, 


which he was seeking. Cer 
if he was applying for such an unusual form of poli- 

cy as he now claims to have been entitled to, he should 

have used appropriate terms. Under the specific pro- 

vision in his application that “no statements, representa- 
| tions or information made or given by or to the person 
| soliciting or taking this application for a policy, or to any 
| other person, shall be binding on the company, or in any 
manner affect its rights, unless such statements, repre- 
sentations or information be reduced to writing, and pre- 
sented to the officers of the company at the home office 
in this application,” ordinary prudence, if not an absolute 
duty, required that some reference should be made to his 
so-called “special contract,” if relied upon as determina- 
tive of his rights and of the form of policy to which he 
was entitled, but none was ever made. In no form or 
manner did he say to the company to which he recognized 
he must apply, as he did, that he claimed to be entitled 
to a special provision concerning this item of surplus 
Not having done this, 
| a policy 


but having made application for 
such as he accepted and retained and of the 

form of which he cannot under the circumstances plead 

ignorance (Avery vs. Equitable Life Assur. Soc. 117 N. Y. 
| 451, 4590, 23 N. E. 3), he strongly confirms the respond- 
| ent’s claim that the so-called “special contract” was un 
derstood not to be more than a prospectus or prelimi 
nary statement, and he certainly deprives himself, as 
found by the court, of the right to plead that in re- 
ceiving what he freely and voluntarily asked for as the 
binding expression of the relations between him and 
the insurance company ‘he was deceived or misled, be 
cause it did not conform to some 


prior instrument. 
Company Ethically ‘at. Fault. 
‘If may be regarded as a subject for adverse criticism 
| that the company labeled as.a “special contract” that 
|, which. it. now claims was-only a prospectus or prelim- 
| inary statement. Apparently the company was willitg 
| to appeal to the vanity and sense of thrift of each pro- 
| posed customer by giving an appearance of “special” 
| importance to what was: as a matter of fact general-and 
common: to-every one’ who desired it. This method ‘of 
puffing doubtless is not to be commended, nor is it in all 
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probability confined to sellers of life insurance. What 
may seem to us to be a violation of some rule of ethics, 
however, does not become a basis for equitable relief in 
such a case as this, unless it has been made the means of 
some substantial fraud or deception, and that has not 
happened here. Appellant was not entirely inexperienced 
and unsophisticated in life insurance matters. He had 
had dealings with the respondent in connection with a 
prior similar policy, and, as already pointed out, he must 
be assumed to have understood that if he had obtained 
a preliminary contract guaranteeing a fixed sum his 
share in the surplus, that contract was not in accord- 
ance with the general principles of tontine insurance nor 
in accordance with the policy for which he was making 
formal application. 


Delay of Policyholder. 


Further, while appellant alleges that he was ignorant 
of the terms of his policy for 11 years after he had ac- 
cepted it, and during which period he was paying up- 
wards of $2,000 a year by way of premiums, it is con- 
ceded that at the expiration of that period he learned 
fully of its terms and provisions, and knew that, on his 
present claims, he had been defrauded and was entitled 
to institute this action for the reformation of the policy. 
He did not, however, do this for nearly four years. 
Instead, he waited until the completion of the accumu- 
lative period had demonstrated what his share of the 
surplus would be on the contingent plan adopted by the 
company in its policy, and the thought quite forcibly in- 
trudes itself on the mind that he had become sufficiently 
reconciled to the idea of tontine speculation so that 





he was willing at least to delay proper assertion of his 
legal rights until it should have become apparent whether 
the uncertain profits to which he might be entitled under 
the policy might not after all be greater and more ad- 
vantageous for him than the fixed sum to which he 
claims to have been entitled under the so-called special 
contract, and it thus become undesirable to attempt to en- 
force the latter. In view of his apparent ability and 
willingness thus to take a comprehensive and practical 
survey of the situation and select therefrom a course 
designed to keep within his reach two contradictory 
theories of his rights for four years and until later 
events should show which was the more advantageous, 
it is difficult to believe that appellant was misled by any 
terms of flattering exaggeration into a misunderstanding 
of the real nature of the “special” contract or into be- 
lieving that it survived the application for and receipt 
of a formal policy of insurance which, according to com- 
mon knowledge, would set forth all of his rights in 
great detail. It is equally difficult to avoid recalling what 
was said in the Avery Case (supra) under somewhat 
similar circumstances: “The fact of the acceptance and 
retention of the policy during that period of time (the 
15-year accumulative period), without taking any steps 
for a reformation, deprives the case of equitable fea- 
tures and seriously assails the good faith of the plaintiff 
in (his) her present attempt to charge the defendant with 
a liability, inconsistent with the terms of its contract.” 
Page 461 of 117 N. Y.; page 5 of 23 N. E. 

The judgment should be affirmed, with costs. 

Langdon vs. Northwestern Mutual, 39 Insurance Law 
Journal, Nov. 





| Reports Upon Companies and Associations 























AMERICAN NATIONAL INSURANCE ; Net amount of uncollected and Disbursements During the First Six 
COMPANY, GALVESTON, TEX. deferred premiums (deduction Months of the Year 1910. 
We are in receipt of the semi-annual 20 per cent., for average load- Total amount actually paid for 
statement of this company as of June ing from gross amount)...... 26,845.97 losses and matured endow- 
30, 1910, which is according to the figures ns SS eee $140,353.99 
furnished to the Georgia Insurance De- $915,226.22 | Surrender policies ............ 6,656.91 
partment, which is the only State that re- Liabilities. Dividends paid to policyhold- 
quires that company to make a semi-an- | Net present value of all out- CEU GE GUBTH occ icdcsccccctee 789.97 
nual statement: : standing policies in force Expenses paid, including com- 
Semi-Annual Statement—For Six Months SOUND“ ncwevicnscescucscad $652,619.00 missions to agents, and of- 
Ending June 30, 1910. Total policy claims ........... 12,123.00 ficers’ salaries ............... 173,538.93 
Premium obligations in excess , « | eee 7,752.73 
Capital Stock. of the net value of their poli- All other payments and ex- 
Amount of capital ME Sicbatateekssadeessaecues 1,077.45 po re 6,700.60 
DUGG  .ccceSevsvensd $150,000.00 Dividends declared but not yet ——- 
Amount of § capital WD: Vinicteeeeestekeensaccssies 1,241.81 Total disbursements ......... $335,793.13 
paid up in cash.... 150,000.00 Amount of all other claims 
Assets. against company ............ 5,877.76 
Loans on bonds and mortgage CY ORIN siscwskncscaceccecd 150,000.00 | ATLAS LIFE AND CASUALTY COM- 
(first liens) on real estate...$528,586.71 | Surplus over all labilities.... 92,287.20 PANY, WILMINGTON, DEL.; EX- 
Loans made in cash to policy- aa ECUTIVE OFFICES, PHILADEL- 
holders on this company’s pol- Total liabilities ............ $915,226.22 PHIA, PA. 
icies assigned as collateral.. 28,286.05 | Income During the First Six Months of This company is in process of organi- 
Premium notes, loans or liens : the Year 1910. zation, and it intends to take over the 
on polieies in force ......... 6,076.32 | Amount of cash premiums re- business of the Century Life and Acci- 
Bonds and stocks owned abso- MONE Nopeea te centnescocckes $441,777.63 | dent Insurance Company of Philadelphia, 
WUCRY ce raccrccvcccccccnvcccs 144,832.87 | Amount of notes received for an assestment association chartered un- 
Cash in company’s office ...... 25.00 PUOMBIGING: « osc ccccccccccccess 9,344.88 |der the laws of Delaware in December, 
Cash deposited in bank to credit Interest received ......... siaee 22,676.86 |1909, and which we understand has com- 
OL COMMER -00.00sccccccevecdé 146,273.45 | A t of income from. all menced business. The latter company is 
Interest due or accrued. and other sources ...........+... 343.00 | being operated by the same people who 
GEE eat d tosine pce c0bcde tes 16,299.20 —————— Jare organizing the Atlas Life and Casu- 
Agents’ balance ............... 18,001.15 Total income ............. -$474,142.37 | alty Company. 
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We have the prospectus of the com- 
pany entitled “The Story of an Unusual 
Stock Proposition.” It shows the fol- 
lowing officers and directors: 

Officers: President, Louis P. Forster; 
vice-president, Walter E. Cassel; 2nd 
vice-president, William F. Chryst; sec- 
retary and treasurer, A. Donnell Mar- 
shall. 

Directors: Cassel, Walter E., vice-presi- 
dent of company and also vice-president 
of Century Life and Accident Insurance 
Co., Philadelphia; Chryst, W. F., stocks 
and bonds, Syracuse, N. Y.; Collins, Mat- 
thew G., president York Silk Manufac- 
turing Co., New York; Forster, Louis P., 
president of company and also president 
of Century Life and Accident Insurance 
Co., Philadelphia; Lauffer, Henry A., 
president Manor National Bank, Manor, 
Pa.; Marshall, A. Donnell, deputy insur- 
ance commissioner and attorney-at-law, 
Dover, Del.; Trimble, Howard N., member 
of firm of E. W. Mudge Co., Pittsburg. 

The prospectus states that the company 
will write life insurance, accident and 
health, plate glass, steam boiler and burg- 
lary insurance. The capital stock is di- 
vided into 40,000 shares and each person 
subscribing $20 will receive a _ certifi- 
cate for one share. The amount of one 
subscription is limited to 250 shares, or 
an investment of $5,000. The par value 
of the stock is $10 per share. The com- 
pany states: 

“The ample surplus fund contemplated 
for the company will be used to develop 
the enterprise and will thus result in 
making the shares soon worth many 
times their present market value. In 
addition to his portion of the capital 
stock, every shareholder has an interest 
in the surplus proportionately to the num- 
ber of his shares; from the earnings of 
the surplus and the addition thereto, 
which will be uninterrupted as the com- 
pany extends and increases the premium 
income, dividends will be declared and 
paid to the stockholders.”’ 

The prospectus contains a number of 
the usual arguments in faver of insurance 
companies’ stock as an investment, and 
makes the claim that the sick and acci- 
dent business which it will take over 
from the Century Life and Accident In- 
surance Company (organized only a few 
months ago) will assure not only a large 
and permanent income, but a well organ- 
ized and trained agency force. 

The prospectus also states: 

“Large sums have been offered by capi- 
talists for the financing of this enter- 
prise, but these overtures have been re- 
jected and the early friends of the Atlas 
and the general public are, instead, given 
the opportunity to secure an interest’ in 
an age-long insurance institution,. which 
is thoroughly democratic and modern. in 
its structure and spirit.’’ 

Much stress is laid on the fact that the 
stock, will be distributed widely among 
people of many professions and oecupa- 
tions residing in different localities 
throughout the country. 

The company has failed to. respond, to 
our’ requésts for information, and we 


would’ advise anybody contemplating pur- 
chasing its stock to first investigate. its. 





affairs thoroughly, and also to call upon 
us for a confidential report. 








Louis P. Forster, president of the com- 
pany, represented the Canada Life As- 
surance Company at Peoria, Ill., from 
April, 1904, to July, 1905, when he was 
transferred to Pittsburg, Pa., and con- 
tinued as a representative for that com- 
pany until June 30, 1907, when he re- 
signed. His work for the Canada Life 
was satisfactory, and that company states 
that it never had the slighest occasion to 
doubt his honor and integrity. 

The secretary and treasurer of the com- 
pany, A. Donnell Marshall, is the Deputy 
Insurance Commissioner of Delaware. 
He is also an attorney-at-law, and in 
that capacity is. of course, privileged to 
accept legal retainers from corporations, 
insurance and otherwise, but we are of 
the opinion that his connection with an 
insurance company as an official, and 
even as counsel, is open to criticism, be- 
cause of his connection with the Insurance 
Department of Delaware, the only one 
which will have any supervision of the 
company, until such time as it qualifies 
for licenses in other states. 





CENTURY LIFE AND ACCIDENT 
INS. CO., WILMINGTON, DEL.; EX- 
ECUTIVE OFFICES, PHILADEL- 
PHIA, PA. 


This company was chartered under the 
laws of Delaware in December, 1909. It 
has never answered our requests for in- 
formation, but the Pennsylvania Depart- 
ment advised us on September 6, 1910, 
that it is licensed to transact business 
in that State on the assessment plan. 
It writes sick and accident business in 
Delaware and Pennsylvania, and we are 
informed that it will furnish accident in- 
surance at the rate of $1.00 per month, 
with nominal death benefits. It is the 
intention of the officials of this company 
to reinsure its business in the Atlas Life 
and Casualty Company, a stock corpora- 
tion now being organized at Philadel- 
phia. (See report upon that promotion 
elsewhere in this. issue.) 

The officers of this company are: Presi- 
dent, Louis P. Forster; vice-president and 
manager of agencies, Walter E, Cassel; 
secretary and treasurer, Samuel M. Heim; 
counsel, A. Donnell Marshall. 

The directors are: Cassel, W. E., Phil- 
adelphia; Forster, L. P., Philadelphia; 
Heim, A. W., investments, Reading, Pa.; 
Marshall, A. Donnell, attorney and Dep- 
uty Insurance Commissioner of Delaware, 
Dover, Del.; Rehr, Lambert A., contractor 
and director of Penn National Bank and 
Colonial Trust Company, Reading; Seidle, 
Thomas C., contractor, Reading, Pa. 

It will be noted, that the people con- 
nected with this company are the same 
as those organizing the Atlas Life and 
Casualty Company. So far as we are-.ad- 
vised it has written very little business, 
and we have not been informed as. to 
the exact date it commenced business. 





COMMONWEALTH. LIFE INSURANCE 
COMPANY, DENV&R; COL. 





Still. Organizing. 

In. our October paper we printed an 
article. regarding this, company, calling 
attention to the fact that it was slowly 
organizing and that it had not responded 


to our requests for information. We also 
printed certain facts regarding the con- 
cern. received from the Insurance De. 
partment of Colorado. On October 6, 
1910, the Deputy Commissioner of Insur- 
ance for that State sent us a copy of 
a statement submitted to him by Mr, 
Isham Howze, attorney for the 
pany: 

“That two of the directors named jn 
certificate issued by this Department to 
the company to open books for the gale 
of its capital stock had resigned; that 
one had been elected and the intention 
was to elect another to fill the board of 
directors; that the company intended to 
continue doing business and complete the 
sale of its capital stock; that about 200 
shares had been sold—part at the par 
value of $25 and part as high as $50 per 
share; that the amount of $5,000 has been 
collected from the sale of the stock and 
that now the company has between $2,. 
000 and $3,000 on hand; that a commis- 
sion of twenty-five per cent. has been 
paid on the stock already sold and that 
a like commission is to be paid on the 
rest of the stock to be sold.”’ 

From the slow progress already made 
by this company it is doubtful whether 
or not it will ever organize. However, 
this may be, it is using improper esti- 
mates in its printed matter, and the sell- 
ing price of its stock is very much high- 
er than it should be. The par value of 
shares is $25, and the selling price, $50. 

We do not see where the company has 
anything to offer that would justify such 
a high premium on the stock. 


com- 


CONSOLIDATED LIFE INSURANCE 
COMPANY, CHICAGO, ILL. 


A Rhodus Dream. 

This is one of the life insurance com- 
panies that was to be floated by the 
Rhodus Brothers through the Consoli- 
dated Life Securities Company of Chi- 
cago, a promoting company organized for 
the purpose of accumulating through the 
sale of its stock a fund whereby the 
above life insurance company might be 
formed. 

The Rhodus Brothers had been active 
in New York City for some time, but 
left that field when it became known 
that the New York Insurance Depart- 
ment planned to probe the promotion of 
the Consolidated Life Insurance Com- 
pany. Elsewhere in this issue we print 
in full a bulletin issued by the New York 
Department referring to its investigation 
of the latest Rhodus Brothers’ project. It 
is interesting, and should be carefully 
read. Unwary investors should thank the 
New York Insurance Superintendent for 
his untiring efforts to rid the State of 
bunco concerns. 


CONSOLIDATED LIFE SECURITIES 
COMPANY, CHICAGO, ILL. 


A Rhodus Scheme. 

The following official statement of the 
New York Insurance Department was re- 
leased for ‘publication on October 8, 1910, 
and it is of such importance that we 
have printed it in full below: . : 

Albany, N. ¥., October 8, 1910. 

It was stated at the State Insurance 

Department, to-day, that one of the more 
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notable results of the recent investiga- 
tion by such department of holding and 
promoting companies, pursuant to the 
new law which became effective July Ist, 
was the sudden exodus from the State of 
some of’ the companies which had pre- 
viously been operating therein. The bill 
did not become a law until late in June, 
the first public announcement of it be- 
ing made on the 27th of that month. In 
two instances at least, companies which 
had been operating in New York can- 
celled their leases and went elsewhere 
about the 29th of June, or two days be- 
fore the insurance department had au- 
thority to examine. In other cases, active 
solicitation of citizens of New York by 
stock salesmen representing companies of 
this class ceased shortly after the law be- 
came effective. Companies which thus 
apparently were neither incorporated in 
the State nor had offices for the trans- 
action of business therein on July Ist 
were, however, investigated, to deter- 
mine whether the department had juris- 
diction to make an examination. In this 
way, facts to which the public is entitled 
were brought out as to three companies, 
viz.: The Consolidated Life Securities 
Company of Illinois, the American Na- 
tional Selling Organization, and the Na- 
tional Assurance Company of Delaware. 

The first two—The Consolidated Life 
Securities Company being a promoting 
company organized for the purpose of 
accumulating, through the sale of its 
stock, a fund whereby a life insurance 
company, to be known as the Consoli- 
dated Life Insurance Company (under- 
stood to be already chartered in the State 
of Illinois, though not yet doing busi- 
ness), might be formed, and the Amer- 
ican National Selling Organization, which 
is apparently merely a sales agency for 
the first mentioned corporation—seem to 
have commenced operations in New York 
in October, 1909, and from that time to 
have done a fair business in placing 
stock. When an attempt to examine these 
companies was made, however, it was 
found that the contract between the 
two was cancelled late in June. 
Asked where the books were, the an- 
swer was, “‘Gone to Chicago;"’ asked for 
samples of the literature used, “It has al- 
ready been sent to Chicago;’’ asked where 
the officers of the Consolidated Life Se- 
curities Company were. “They have gone 
to the same place;” asked who its of- 
ficers were, the reply was, “There are 
none now in the State;” asked what the 
location of its office was, the answer 
came that it now had none in New York. 


It developed, however, ,that. prior to 
some day late in June, 1910, one Max 
Sonnenschein, the secretary, and one 
Lichtig, the treasurer of the Consolidated 
Life Securities Company, had offices with 
the American National Selling Organiza- 
tion at 258 Broadway, New York, and had" 
sent out Hterature and circulars there- 
from,,in an effort to promote the sale 
of the stock of the company, Also that, 
some ,time previously,. the Consolidated 
Life had, its principal office at Oneida, 
N. ¥., and that, at that time, ,Chas. E. 
Renwick..was its. president, . Minnie E, 
Seully—now of Scully & ,Co., a .cor- 





poration at the same address and’ which 


| 
corporation has succeeded the American 
National Selling’ Organization as the rep- 


In November, 1909, the Insurance De- 
partment of Washington advised us that 


resentative of the Consolidated Life—j|the company filed preliminary ‘papers 


stated to the representatives of the de- | 
partment that the Consolidated Life Se- 
curities Company ‘was a one-man con- 
cern, organized by Rhodus Bros., for the 
purpose of taking over the stockhold- | 
ings of the people who subscribed to the | 
stock of the Central Life Securities Com- | 
pany—another “holding company that | 
went into the hands ofan Illinois receiver | 
in 1908, after it had promoted the Re- | 
public Life Insurance Company, which | 
went into the hands of a receiver at the 
same time—that the Chicago office of the | 
Selling Organization had at ‘times as| 
many as forty salesmen in the field, but | 
that not more than five or six were at 
any time connected with the New York 
office; that the stock of the Consolidated 
Life Securities Company was sold, as a | 
rule, at $14 per $10 share, though some | 
was sold at from $12 to $12.50, and that 
the agents’ commissions were from 17% | 
to 20 per cent., in addition to a 4 per | 
cent. commission paid the Selling Or- | 
ganization and the salaries of its officers. | 
It was also stated that the stock was | 
sold at times on the installment plan, | 
the installments being represented by | 
notes, on which judgment could be taken 
without suit on default. Asked as to the 
amount of sales in New York, the infor- 
mation was not, forthcoming because the 
“books were in Chicago.”’ Asked as to 
the present operations of Scully & Co. | 
and the Consolidated Life Securities 
Company in Chicago, answer was refused 
because of want of jurisdiction. Suffi- 
cient was elicited, however, to indicate 
that the operations of these companies in 
New York have absolutely ceased. 


EMPIRE LIFE INSURANCE COMPANY, 
SEATTLE, WASH. 

This company has been in process of 
organization since early in 1909, and is 
being promoted by Carl Bradley, who, 
we understand, was formerly connected 
with the Boston Mutual Life as superin- 
tendent of agents. In November, 1909, 
a circular issued by the company stated 
that it was being financed by the Wea- 
ver-Smith Company. We understand 
that it originally intended to have $1,- 
000,000 capital, but that it expects to 
start business with $500,000 paid-in capi- 
tal, together with $500,000 surplus. 

We are advised by a reliable authority 
that up to date nearly all the stock sub- 
scriptions have been paid for in notes, 
and it is very hard to tell at this time 
whether or not the company will eventu- 
ally make good. It is a promotion 
scheme pure and siniple, -and the or- 
ganizers are making the usual claims as 
to the big profits to be expected. 

The par value of the shares is $10, 
and we understand that $100,000 of the 
stock was to be sold at par and after 
that it Was never to be sold ex¢ept at a 
premium. The organizers have stated 
that the company is to be distinctly a 
Western institution, and that only a very 
limited amount of its stock would bé 
sold in, the East. We, understand, how- 


ever, that it maintains a Boston office 





solely for the purpose of selling stock. 


with the Secretary of State in order to 
sell its stock. Up to the present writ- 
ing it has not applied to that Depart- 
ment for a license to transact business. 

We are reliably advised that the or- 
ganizers of the company are from Boston, 
Mass., and that none of them were 
known in Seattle prior to the starting of 
the enterprise. We understand that 
these same gentlemen endeavored to 
launch an insurance company in Boston, 
but were unsuccessful as the Insurance 
Commissioner of Massachusetts was not 
impressed with their plan. 

Under date of March 8, 1910, the com- 
pany addressed a letter to a certain 
stock salesman in New York State in 
which it stated that its stock was then 
selling at $20 per share, par value, $10, 
and that it was paying a commission of 
$3.00 per share. It further stated that 
the stock would soon go to $25, ‘‘when, 
of course, the commission would be in- 
creased.” The letter was signed by 
Watt and Company, Fiscal Agents, Em- 
pire Building, Seattle, Wash. If these 
agents are offering a commission of 15% 
to stock salesmen, it is likely that they 
are getting an overwriting commission 
over and above this amount. 

The company advertises that it has 
some of the strongest men in the Pacific 
Northwest on the board of trustees. 
This is far from correct; for we are 
reliably informed that it has very few 
men of weight in and around Seattle 
connected with it as stockholders. Up 
to last advices in May, 1910, it occupied 


| a small room in the Empire Building, 


Seattle, but as is usual with many of 
these new promotions, it advertised that 
structure on its literature as the home 
office of the company. 

We advise anyone who is considering 
taking stock in this company to investi- 
gate the outfit thoroughly, and in ad- 
dition, call upon us for a special report. 

It has not responded to inquiries from 
this office for information regarding its 
operations. 


FIDELITY MUTUAL LIFE INSURANCE 
COMPANY, PHILADELPHIA, PA. 


Actuary Wolfe’s Comments on the Com- 
pany’s Assessment Business. 


In last month’s issue we printed a 
short item referring to the recent ex- 
amination of the Fidelity Mutual Life 
Insurance Company conducted by Actu- 
ary Wolfe, for the Alabama Insurance 
Department. We mentioned the fact that 
the old assessment business of the com- 
pany was discussed at considerable 
length, and that details would -be. fur- 
nished to subscribers upon request. Ow- 
ing to the large number of inquiries re- 
ceived from subscribers we print below 
those portions of the report of the ex- 
amination which refer to the old .as- 
sessment’ business ani surplus funds of 
the company. Mr. Wolfe, in his report, 
referred at the outset to: an examination 
of the company made early in’ 1907 for 
the Insutance ' Commissioner .of Ken- 
tueky,'and called the’-attention of) the 





Insurance Commissioner of Alabama to 
that document for certain details of the 
company’s early history not mentioned 
Continuing, he stated: 

I. may state. that the com- 
originally started as the Fidelity 
Mutual Aid Association, transacted -busi- 
ness until 1899 on the assessment: plan. 
The certificates which it issued during 
that time may be broadly divided into 
three general divisions representing the 


in this report. 


“Briefly 
pany, 


forms of contract issued: 


(a) The Indemnity 

(b) The Equation group. 

(c) The Optional 

group. 

“On December 31, 1909, there were out- 
standing in the first named group, 
Indemnity Reserve, 225 policies insuring 
$485,500; this form of certificate provided 
that the insured should pay each year an 
increasing percentage of the face of his 
policy, so that at the end of his probable 
expectation of life the percentage would 
The association did not 
assess each year the maximum amount 
which the contract called for, the figure 
being modified by the favorable mortality 
At the annual meeting of 
the members held in January, 
following resolution was adopted: 

“ ‘Resolved that the Fidelity Mutual Life 
Insurance Company does hereby make 
and declare all the policies of insurance 
issued prior to the amendment of its 
charter as aforesaid, and now in force 
in said company, to be definite contracts 
for the term of one premium payment 
and for the amount named 
spective contracts, and that the net pre- 
mium for such policies, known as renew- 
able term insurance, 
and based upon the actuaries’ or com- 
bined experience table of mortality at 
attained age, except such of the policies 
as appear by their terms to be whole life 


amount to 100. 


experience. 


limited payment policies; 


provisions in reference 
contained in all such policies theretofore 
issued be and are hereby 


and abrogated.’ 


“Under the terms of these policies a con- 
tingent fund was accumulated and after 
this change was made the amount stand- 
ing to the credit of each policyholder in 
this fund could be used for the purpose 
of reducing the early premium. Had the 
association assessed 


which was 


of life. 


contention. 


the 


provided for in the policy 
there would have been no necessity for 
any additional assessments when the in- 
sured reached his probable expectation 
The company claimed the right 
to collect the difference between what it 
was intended to assess and what it actu- 
ally did assess; this claim was resisted 
by a number of, policyholders and litiga- 
tion resulted. At the time that my re- 
port to the Kentucky Insurance Com- 
missioner was made there was a suit 
in equity outstanding based upon that 
This suit (John. L, Claw- 
son,, et al, vs. The Fidelity Mutual Life 
Insurance Company) was .referred to a 
referee and after all the testimony was 
taken the referee, submitted his findings. 


to counsel on both sides. 


favor of the. plaintiff,.and some in fayor 
of the defendant, but the Fidelity Mutual 


Reserve group. 


Limited 


hereafter be fixed 


to assessments 
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Life Insurance Oden preferred to 
edbmpromise . the case rathér! than’ ‘have 
the. referee’s report filed and -the -litiga- 


tion continued. Ags I gave a statement 
of thé Clawson case‘in full in’ my report 
to the Kentucky Insurance Commissioner 
it is but proper that I should state here 
the stipulation for compromise aid set- 
tlement which was entered into after I 
filed my report: 

‘In the Court of Common Pleas No. 4, 

For the County of Philadelphia. 

June Term, 1904, No. 3101. 
In equity. 

‘John L. Clawson, Rudolph M. Schick, 
Willlam HH, McFadden, Henry C. Ewing, 
William W. Polk, Harry Sloyer, Miles 
McCarty, and such other policyholders 
of the Fidelity Mutual Life Insurance 
Company holding similar policies as may | 
become parties hereto and contribute to} 
the expenses hereof. 


Payment 


the 


vs. 

The Fidelity Mutual Life Insurance 
Company, Levi G. Fouse, Charlies G. 
Hedge and Winfield S. Campbell. 
Stipulation for Compromise and Settle- 

ment. 

“It is hereby stipulated and agreed by 
all of the parties to the above entitled 
action that said action be and the same 
is hereby compromised and settled upon 
the following terms and conditions: 

“**First.—The pro rata share of death 
losses hereafter to be paid by each of 
the plaintiffs during the continuance of 
their respective contracts to be ascer- 
tained by applying a uniform rate per 
cent. at all ages to the mortality cost 
at attained age for the calendar year, as 
shown by the Actuaries’ Table of Mor- 
tality, such uniform rate per cent. to be 
the rate per cent. which the actual death 
losses of the entire membership of de- 
fendant during the calendar year bear 
to the expected death losses of such en- 
tire membership ascertained from such 
Actuaries’ Table of Mortality. 

“‘Second.—In case the pro rata share 

of death losses so ascertained exceeds 
the rate per cent. for the current policy 
year named in the by-laws in force at 
the time of issuance of plaintiffs’ re- 
spective policies, on the amount of in- 
surance named in _ such _ respective 
policies, the excess to be taken from the 
Contingent Fund of the defendant and 
only the said rate per cent. to be paid 
in cash by the respective. plaintiffs. 
“*Third.—In addition to such mortality 
assessments each of the plaintffs shall 
pay, as heretofore, 15 per cent. of his pro 
rata share of the death losses for ex- 
penses; his said pro rata share upon 
which said 15 per cent. is to be calcu- 
lated being ascertained according to the 
first. paragraph hereof without any de- 
duction therefrom under the second para- 
graph hereof. 
“* *Fourth.—No Contingent Fund assess- 
ments to be hereafter levied upon any of 
plaintiffs who have passed the period of 
probable life as defined in the by-laws 
in force at time of issuance of plaintiff's 
respective policies, but Contingent Fund 
assessments as provided in such by-laws 
to be collected from all who.have not yet 
reached such period of probable life. 


1901, the 


in the re- 


and that the 


discontinued 


full amount 


Some were in 





be allowed the plaint}ffq from the Con- 
tingent Fund. 

** ‘Sixth,—No portion of payments hiere- 
tofore made by plaintiffs to be refunded, 

** ‘Seventh.—The referee to withdraw re. 
port heretofore made, and to file a report 
stating that a decree may be entered 
dismissing. plaintiff's bill without costs; 
defendant to pay all court costs and the 
sum of $5,000 for plaintiffs’ counsel fees 
and expenses. 





Rudolph M. Schick, 

. For Plaintiffs. 

Ira Jewell Williams, 
| For Defendants.’ 

“In addition to the other benefits resuit- 
Kalen from this settlement, it would ap- 
pear that it has been guaranteed to the 
plaintiffs that if their pro rata share of 
death losses exceeds the amount named 
|in the by-laws applicable to their poli- 
cles, the excess is to be taken from the 
contingent fund and not paid in cash by 
the plaintiffs. It would appear to me 
that having guaranteed this advantage 
to the plaintiffs in this action an equi- 
table treatment of the other policyhold- 
ers in this group would require some ac- 
tion on the part of the company, which 
would have the effect of placing all of 
these policyholders on the same basis. It 
is but proper that I should call your at- 
tention to the fact that by a resolution 
of February 9, 1909, the board of direc- 
tors provided that all the policyholders of 
this group should be treated in the same 
way during the year 1909; it is likewise 
proper that I should call your attention 
to the fact that I have charged the com- 
pany with no liability for this guarantee 
which it has proven to the plaintiffs in 
the above case. 

“There is an entry in the minutes of 
the executive committee February 4, 
1909, providing that all of the expenses in 
the equity suit of Clawson, et al, settled 
on the basis of the referee’s report should 
be charged to the contingent fund and 
not to the expense fund. This has not 
been done and it seems to me that the 
contingent fund should not be required 
to meet this disbursement. 

“In the Equation Fund group there were 
outstanding. on December 31, 1909, 2,643 
policies for $6,243,735. Over one-half of 
these certificates provided for a premium 
level during the probable expectation of 
life and at the completion of that period 
the policyholder was permitted to with- 
draw in cash the amount standing to 
his credit in the surplus funds of this 
group; the certificates contained an esti- 
mate of the amount of surplus which 
would be accumulated. 

“By virtue of the resolution referred 
to above, these policies were changed 
at the end of the probable expectation 
period to yearly renewable term con- 
tracts; the amounts available for surplus 
distribution are much smaller than the 
estimates contained in the policy con- 
tracts,. being about one-fourth or one- 
fifth of the estimated figure. In June, 


against the company which has been de- 
cided by the lower court in favor of the 
company. Quite recently the plaintiff 


has appealed from this decision, but the 





** ‘Fifth.—No further or other credits to 


appeal has not been argued. For a full 





1906, R. M. Whiting instituted a suit’ 
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and detailed statemént of the points of 
issue ‘you are respectfully referred to 
the .Kentucky report. 

“In the third group, the Optiorial Limit- 
ed .Payment policies, there’ were out- 
standing on December 31, 1909, 6,281 poli- 
cies for. $11,827,534. These’ certificates 
call for a rate which is approximately 
the same as the: non-participating legal 
reserve rates, and the company is main- 
taining at the present time a reserve 
upon them based upon the preliminary 
term legal reserve from their date of 
issue.” 

Surplus Funds. 

Referring to the surplus funds of the 
company, Mr. Wolfe gave the following 
analysis: 

“Surplus funds of the company on 
December 31, 1909, amounted to $786,588.- 
14. In order that you may understand 
the nature of the funds entering into this 
total, the following subdivision is made: 
Contingent fund contributed by 

Indemnity Reserve policies. ..$127,087.37 
Surplus fund contributed by 

policyholders of the Equation 

group 
Balance of surplus 


638,119.30 
21,381.47 


$786,588.14 
“In the foregoing subdivision in the 
books of the company no’account has been 
taken of any depreciation in assets or 
disallowance which has been made in the 
foregoing report. In consequence it is the 
claim of the company that the items of 
depreciation and disallowance should be 
distributed pro rata between the various 
funds rather than to charge them against 
the third item ‘Balance of surplus,’ in the 
foregoing table. If this contention be cor- 
rect the subdivision would be as follows: 
Contingent fund contributed by 
indemnity reserve policyhold- 
ers, less reserve liability 
charged, less their share of 
the non-admitted assets, and 
less their share of the optional 
limited deficiency $110,538.09 
Equation surplus fund con- 
tributed by policyholders in 
the equation group, less the 
reserve liability charged upon 
them, less their share of the 
non-admitted assets, ard less 
their share of the optional 
limited. deficiency 
Surplus funds held for the credit 
of the policies not included in 
the indemnity reserve nor the 
equation groups, in addition to 
deferred dividend apportion-. 
ments 156,288.07 
“In the Optional Limited Payment. group 
the. surplus fund amounts to $3,683,314.86, 
but. the reserve which the company was 
voluntarily maintaining :wpon: these .poli- 
ces amounted to $4,249,854; the difference 
between these two amounts, represents 
the amount of the general surplus which 
is being used for the purpose :of ‘main- 
taining statutory. solyency, on’ this .par- 
ticulag.group. As pointed out.in my pre- 
vious -repert,. .however,: it should, be; borne 
in mind, that this is matter, of :book- 
keeping, no actual disbursement having 
been made from any other fund of the 
company, the company believing that the 
favorable mortality which will be experi!- 


519,761.98 





enced in the, future will enable all of. the 
policies in this class to be matured with- 
out infringing upon the funds of ae 
other class... 

“The separation of the surplus fund into 
its component parts seems to me to be 
necessary in view of the fact that the 
company’ uses some of these funds not for 
general surplus purposes, but for the pur- 
pose of paying cash values, for which no 
reserve is carried. In January, 1910, for 
instance, some of the Equation group pdli- 
cies were surrendered for substantial cash 
values, but the company in its ‘annual 
statement maintained as a reserve only 
one-half of the one year term’ premium 
at the advanced age, claiming that the 
surrender values were payable out of the 
surplus fund belonging to that particular 
group. If this be so it emphasizes the 
necessity for separating such a fund 
from the general surplus funds of the 
company.” 

Surrender Values in Excess of Reserves 
Maintained. 

Under the heading ‘General Condi- 
tions,"’ the report referred to surrender 
values promised under some of the as- 
sessment contracts as follows: 

“In the Kentucky report referred to be- 
fore, attention was drawn to the fact that 
the surrender values promised in some 
of the contracts were in excess of the re- 
serves maintained by the company, the 
discrepancy being caused by the granting 
of surrender values upon one basis and 
the valuation upon another. I am pleased 
to be able to report that these inequali- 
ties have been eliminated and the nec- 
essary changes made; on the Optional 
Limited Payment policies, however, the 
right of the insured to surrender them as 
paid-up policies for a proportional part 
of the face (while the reserve is on the 
full preliminary term basis) still results 
in a surrender value beifig granted in 
excess of the reserve. The small num- 
ber of policyholders availing themselves 
of this option, however, justifies me in 
disregarding it as’ far as the calculation 
of any additional reserve goes.” 
Comments of the Company Upon Actu- 

ary Wolfe’s Findings. 

As stated in our October issue, the re- 
port of the examination was dated March 
8, 1910. On March 12, 1910, Mr. L. G. 
Fouse, president of the Fidelity Mutual 
Life Insurance Company, in a letter to 
Hon. Frank N. Julian, Insurance Com- 
missioner of Alabama, had the following 
to say in commenting upon Mr: ‘Wolfe’s 
findings, and asked that same be: made 
a part of the records ‘of the examination: 

“(1) The litigation ‘upon indemnity -re- 
serve policies, known as the Clawson suit; 
was compromised by the company’ because 
the total number of such policies remain- 
ing’ in force -was tess that 300, represent- 
ing’ less «than $500,000. insurance, while 
the entire business of the company was 


-about:: 60,000 policies representing nearly 


$125,000;000: insurance. The ‘accumula+ 
tions: in the Contingent Fund appeared to 
be sufficient :to: enable the company to 


thereafter assess all- the: indemntty “re-: 


serve policies ‘upon the basis set: forth “in 
the stipulation for ‘compromise and 
settlement, and as the company was not 
required to agree that any of the con- 
tentions of the plaintiffs in the suit were 


‘by Mr. 





correct, there was no necessity for con- 
tinting the litigation. The cost of con- 
‘tinuance of the’ litigation and establish- 
ing the correctness of the company’s con- 
struction of the contract would far ex- 
ceed the amount required to be paid by 
the terms of the agreement for com- 
promise and it was, therefore, deemed 
to be for the best interests of all the 
policyholders that the suit should be 
settled and discontinued: 

“As to Mr. Wolfe’s suggestion that, 
having guaranteed these. plaintiffs that 
they will hereafter be assessed upon the 
basis set forth in the agreement for 
compromise the company . should take 
some. action making the same guarantee 
to all of, the other indemnity reserve 
policyholders, there would seem to be 
no more reason for the company so 
doing because of such compromise than 
there would be_ because it has. issued 
guaranteed legal reserve policies. since 
the amendment to its charter. The ef- 
fect of such agreement for compromise 
is to make a new contract with such 
plaintiffs for an adequate consideration, 
and the other indemnity reserve policy- 
holders are no. more entitled to the 
benefits of such consideration than to 
the benefits of the consideration paid 
by legal reserve policyholders to whom 
the company issues endowment and 
other forms of policies. There is no 
reason, therefore, why a similar guar- 
antee should be given to the other in- 
demnity reserve policyholders. As stated 
Wolfe, however, the company 
is now voluntarily treating all such 
policyholders alike as shown: by the 
resolution referred to by him. 

“As to the statement by Mr. Wolfe 
that he has charged the company with 
no liability for the guarantee given to 
the plaintiffs in the Clawson suit, it will 
be seen upon consideration of the terms 
of the agreement for compromise that, the 
character of the contracts has not been 
enanged and ‘that the liability of the 
company because of such guarantee has 
not been appreciably affected, so that 
there is nothing that can properly be 
charged to the company as a liability for 
such guarantee.” 

In the same letter to the Alabama Com- 
missioner, Mr. Fouse had the following 
to Say regarding Mr. “Wolfe's analysis of 
surplus: 

“The analysis’ of surplus made by Mr. 
Wolfe can serve ‘no useful ‘purpose and 
é¢onveys no information regarding the af- 
fairs of the company which ‘has not al- 


Yeady béen known and ‘understood by the 


Insuraénce.Department of practically every 
State’ in which ‘the company has ‘been 


‘admitted to trarisact’ businéss. 


“Prior to’ 1899, ‘When ’the charter of 


‘the company was amended the ‘entire 


Surplus of thé company had been con- 
tributed '’’by ‘the’ “Indemnity * Réserve, 
‘Equation’ and' Optional Limited groups of 
polfciés, “ahd the cash surrender: values 
that “are” now being ‘paid’ upon’ such’: 


fons of’ the “policits““which " were’ appli- 
cabléthén a8 well a8 now. Such surren- 
der values have been paid every year 
both before and after the amendment of 
the charter. The fact that such surren- 
der values are being granted does not 
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affect the obligation of the company, as 
the .contract .expressly provides that 
such yalues are determinable only at the 
time of surrender and that the amount 
to be paid shall be only an equitable pro- 
portion of the surplus funds of the com- 
pany at that time. Such conditions were 
fully known and understood at the time 
the charter of the company was amend- 
ed, and the valuation of its obligations 
made to enable it to comply with the 
legal reserve laws. The basis of valua- 
tion and treatment of funds was ap- 
proved by the Insurance Department of 
Pennsylvania, the appropriate certificate 
issued and the charter of the company 
amended. Such basis of valuation and 
method of treatment of funds have been 
accepted by all of the Insurance Depart- 
ments of the various States in which the 
company has since qualified and been ad- 
mitted to transact business as a legal re- 
serve company, and have been followed 
for more than ten years. There is no 
more reason now why any reserve should 
be maintained on account of such sur- 
render values than there was at the time 
of the amendment of charter, and no more 
reason for such an analysis of the sur- 
plus now than at the time of the ex- 
amination of the company by Mr. Wolfe 
in 1907 for the Insurance Department of 
Kentucky. In that report Mr. Wolfe 
stated, ‘an investigation of the methods 
used by the company in apportioning its 
surplus indicated that the interests of 
all concerned were properly conserved.’ 
No change having been made in the 
methods and the contracts governing 
being the same, there is no basis for a 
change in the opinion then expressed by 
Mr. Wolfe. 

“In the analysis made by Mr. Wolfe the 
book accounts are used and no account 
is taken of the non-admitted assets or 
liabilities charged which are deducted in 
the statement of assets and liabilities 
from which the surplus of $786,588.14 is 
derived, so that such analysis is not only 
misleading but incorrect. If such an 
analysis is to be made these various 
items must necessarily be properly con- 
sidered and apportioned to the various 
book accounts of funds, for the book value 
of assets determines the book value of 
funds, and if the book value of assets is 
to be reduced the book value of funds 
must._be correspondingly reduced. The 
analysis would then, as stated by Mr. 
Wolfe, appear as claimed by the company 
it should appear. The deferred dividend 
apportionments referred to by Mr. Wolfe 
as held by the company for the credit 
of policies issued since 1899 in addition 
to the $156,288.07 amount to $627,853.66 as 
shown by the statement of assets and 
liabilities, making the total amount held 
for such policies $784,141.73."" 

; Actuary Wolfe’s Answer. 

In.a letter dated August 17, 1910, writ- 
ten. to the Insurance .Commissioner of 
Alabama by ,Actuary S. H. Wolfe, in 
which he acknowledged the receipt of a 
copy of ‘Review of Report on Examina- 
tion. of the Fidelity. Mutual Life Insur- 
ance. Company’’ submitted by the. presi- 
dent of that company, Mr. Wolfe had the 
following to say in accordance with the 








Insurance Commissioner's offer to file his 
answer with this review: - 

“I cannot agree with Mr. Fouse’s con- 
tention as expressed on page 2 to the ef- 
fect that there is no reason for granting 
ail of the indemnity reserve policyholders 
the same privilege that he has granted to 
a small number, than there would be ‘be- 
cause it has issued guaranteed legal re- 
serye policies since the amendment to its 
charter.’ I fail to follow the reason here 
expressed and desire to reiterate my con- 
tention that all of the policyholders 
should be treated alike. 

“T cannot agree with Mr. Fouse’s state- 
ment that there is nothing that can be 
properly charged to the company as a 
lability for this guarantee.” 

Referring to the statement of Mr. 
Fouse regarding Mr. Wolfe’s contention 
that a reserve should be maintained when 
surrender values are granted, Mr. Wolfe 
in this letter said: 

“On page 6, an attempt is made to use 
a quotation from my 1907 report to the 
Kentucky Insurance Department relative 
to the declaration of dividends, as an 
answer to my contention that if surrender 
values are granted, a reserve should be 


maintained. The inappropriateness of 
the quotation is a sufficient answer on 
this point.” 


Final Conclusion of the Alabama Insur- 
ance Commissioner. 

On August 25, 1910, the Insurance Com- 
missioner of Alabama, in a letter to Mr. 
L. G. Fouse, stated that he had care- 
fully considered the ‘‘Review of the Re- 
port on Examination of the Fidelity 
Mutual Life Insurance Company,’ and 
that prior to the submission of the Re- 
view he had carefully considered the re- 
port of Mr. Wolfe on the examination, 
and stated: 

“In regard to the recommendations of 
Mr. Wolfe I am convinced that the same 
should be carried out, and _ therefore 
recommend that the company put in ef- 
fect at the earliest possble time the 
recommendations made.” 

The Commissioner’s letter had the fol- 
lowing to say regarding the subdivision of 
surplus and the indemnity reserve poli- 
cies of the company: 

Subdivision of Surplus. 

“By reference to the report of Mr. Wolfe, 
and also to your Review, paragraph one, 
I have reached tbe conclusion that the 
division of the surplus funds should prob- 
ably be apportioned in accordance with 
your contentions, and inasmuch as our 
actuary, Mr. Wolfe, states that it is a 
matter of bookkeeping, I can see no 
reason why you should not continue the 
sub-division as outlined in the report 
as follows: 

‘* ‘Contingent fund contributed by indem- 
nity reserve policyholders, less reserve 
liability charged, less their share. of the 
non-admitted assets, and less. their 
share of the optional limited deficiency, 
$110,538.09. 

‘Equation surplus fund contributed 
by policyholders in the equation group, 
less ;the reserve liability charged upon 
them, less their share of the non-ad- 
mitted assets, and Jess their share of the 
optional deficiency, $519,761.98. 

** ‘Surplus funds held for the credit of 








the policies not included in the indemnity 
reserve nor the equation groups, in aq- 
dition to the deferred dividend apportion- 
ments, $156,288.07.’ "’ 
‘Indemnity Reserve Policies. 

“In regard to that portion of the re- 
port that treats of the guarantee as. sug- 
gested in the report, beg to advise that 


So long as the company treats all policy- 


holders alike in this group, I cannot see 
why the, gyarantee would be necessary in- 
asmuch as the examination of your com- 
pany by the Pennsylvania Department 
can readily ascertain whether or not you 
are carrying out the agreement to treat 
all alike. We, therefore, shall not in- 
sist that the guarantee be made to the 
policyholders in this class, and relying 
upon the company’s statement that they 
are now and will continue to treat all 
policyholders alike, we feel sure that this 


| objection will be overcome.” 





FRANKLIN LIFE INSURANCE COM.- 
PANY, ‘SPRINGFIELD, ILL. 





Authorized Capital Reduced to $100,000. 
Examined by IIlinois Department. 

In our August issue, page 37, we 
printed an article upon this company in 
reference to its amalgamation with the 
La Salle Life of Chicago. It will be re- 
membered that the company formerly op- 
erated upon the Mutual plan, but by 
amalgamation it became a stock com- 
pany. Under the articles of consolida- 
tion the new company was to be known 
as the Franklin Life Insurance Company, 
with headquarters at Springfield, Ill. The 
new charter provided for an authorized 
capital of $500,000, of which $100,000 was 
immediately issued. The company states 
that it was not intended to issue any 
additional capital stock except when 
deemed desirable for the extension of the 


business of the company. It further 
stated: 
“We afterwards discovered that a 


statute of the State of Texas requires 
that the capital stock of all insurance 
companies doing business in the State 
must have their capital fully paid up. It, 
therefore, became necessary, in order to 
continue doing business there, to either 
pay up the balance of the authorized 
capital or to reduce it to $100,000. We chose 
the latter course, and on October 3, 1910, 
the charter of the company was amended 
by reducing the capital stock from $500,- 
000 to $100,000. 

“For your information we will add that 
the charter of the company has also been 
amended by limiting the dividends which 
may at any time be paid upon the capital 
stock to a rate not exceeding five per 
cent. per annum of the par value there- 
of.” 

This company sent us a copy of the 
report of an examination by the IHinois 
Insurance Department which has just 
been made public, and dated October 8, 
1910. It shows the separate statements 
of the Franklin Life and the La Salle Life 
Insurance Companies as of July 27, 1910, 
and also the combined statements of the 
two companies as of that date. The lat- 
ter statement follows: 
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Admitted Assets. 
qgransferred from Franklin 
Life Insurance Company. . .$5,237,949.46 
Transferred from La. Salle 


Life Insurance Company... 102,296.88 





Total admitted assets... ..$5,340,246.34 


Liabilities. 

Net reserve on Franklin Life 

policies ......6+ aise caring dee e $4,209,101.00 
Net reserve on La Salle Life 

POHCHOB se eececccecnccscees 3,260.00 
Other Mabilities of Franklin 

Ale: -cunvectanpetkcraiwere 251,897.03 
Other liabilities of La Salle 

BOR. “s vivavie ssi x bere wena e-o8 4,960.00 


Total (apportioned and unas- 
signed) surplus of the Frank- 


lin Life 776,951.43 


Total liabilities ....,..... $5,246, 169.46 
Capital stock, $100,000........ 94,076.88 


WE ss hawncencwceasenaeee $5,340,246.34 
The report calls attention to the fact 
that an impairment of capital stock is 
shown in the statement of the La Salle 
Life Insurance Company, and it is re- 
peated in the above combined statement. 
The examiner criticised this matter, and 
held that the impairment would have to 
be made good from funds belonging to 
the mutual policyholders of the Franklin 
Life, stating in part: ‘‘As the stockhold- 
ers of the new company have not yet paid 
in any surplus with which to meet the 
unpaid liabilities of the La Salle Life, or 
the necessary expenses in excess of the 
first premiums incident to the placing of 
new business on the books, it must follow 
that these have been and are being met 
from the funds contributed by and be- 
longing solely to the mutual policyholders 
of the Franklin Life.” _ 

It appears that the stockholders have 
made good the impairment, however, so 
that the above criticism does not apply. 
This will be referred to later. 

Death Claims Promptly Paid. 

The examiner found that death claims 
have been paid with commendable 
promptness, and that when compromises 
or delays have occurred in settlement the 
company seems to have been fully justi- 
fied in it# action. Referring to the sal- 
aries paid, he stated: “It is the opinion 
of your examiner that while many of 
these salaries represent; no more than a 
reasonable compensation, others seem un- 
necessarily high and do not seem to be 
justified by the conditions.” 

Bookkeeping Methods and Character of 
Assets. 

The company’s system of accounting 
was found to be accurate. 

Referring to the assets of the company 
the. examiner stated. that the book value 
of bonds exceeded the market value by 
$20,092.39; that the bond investments of 
the company are on the whole of a high 
grade, and but for the depressed condi- 
tion of the bond market at the time of 
the report this large reduction in value 
would not be necessary. 


Comments on Policy Loans. 
The statement showed loans on com- 
pany’s policies of $1,508,556.76.. The ex- 
aminer stated that of this amount $599,- 


446.01 represented liens on policies. ex- 
changed from the old assessment plan 
and dated back a number of years; $519,- 
365.64 represented premium loans on cer- 
tain forms of policies which by the térms 
permit the insured to settle for each pre- 
mium partly in cash and the balance by 
a loan charged against the policies. 
Surplus Distribution. 

The method ‘of distributing the surplus 
on deferred dividend policies was found 
to be equitable, “the contribution method 
based upon the actual experience of the 
company being used.’””’ The annual divi- 
dend policies call for distribution annually 
commencing with the beginning of the 
second year. 

Assessment Business Still in Force. 

The report stated that on December 31, 
1909, the company had $516,500 of assess- 
ment business in force; the surplus stand- 
ing to the credit of such business was 
$17,244, which was included in the unas- 
signed funds of the statement. The ex- 
aminer stated that according to the com- 
pany’s method of assessing policyholders 
in the past and that ‘‘as the surplus on 
these policies represents over $30 per 
thousand, and as the mortality experi- 
ence of the company is well under the 
tabular, it would seem that these holders 
of assessment policies might be given 
some benefit from their surplus contribu- 
tions in the form of a temporary cessation 
of the annual increase in assessments. 
The actuary informs me that the matter 
is at present receiving consideration.”’ 

The report referred to certain partici- 
pating ten-year renewal term policies is- 
sued between the years 1898 and 1904, 
which provide for a trust fund return- 
able at death, and stated that the amount 
of insurance interested in such fund was 
$469,000 on December 31, 1909. It also re- 
ferred to a certain form of certificate is- 
sued by the Franklin Life Association 
from 1888 up to the date of reorganization 
as a legal reserve company in 1898, and 
stated that the total amount of insurance 
involved in the “Security Fund” held for 
this special class of policies was $3,- 
050,500 on December 31, 1909. The report 
stated that the present amount of this 
“Security Fund” was $98,650.92; that 
there was no possibility of any material 
increase in this fund and that the trust 
agreement stipulates that whenever the 
fund amounted to $700,000, all subsequent 
receipts were to be distributed among the 
members in part payment of future pre- 
miums. The examiner found that the 
trust agreement does not specifically pro- 
vide for a final distribution of the funds. 
Poor Quality of La Salle Life Business. 

The examiner found that of the business 
transferred from the La Salle Life to the 
Franklin ($1,114,000, non-participating 
plan) $457,000 had lapsed bétween July 
27 and October 1, 1910; also that this busi- 
ness is practically al on the term plan, 
“and judging from the heavy lapse rate 
must be of little or no vatue.” 
Recommendation . Regarding Apportion- 

ment of Surplus. 

Referring to the surplus apportioned 
and unassigned as shown by the com- 
bined statement referred to above, as of 
July 27, 1910, the examiner stated: ; 


$776,951.43, there has been apportioned so 
far, $457,582.22. 

“As the balance of $319,369.21, repre- 
senting unassigned funds, also belongs to 
the present mutua? policyhelders, and as 
their interest in the company is being 
very materially changed by the consolida- 
tion, steps should be taken to have this 
amount equitably apportioned as ¢x- 
peditiously as possible so that the policy- 
holders who contributed to these unas- 
signed funds may receive their proper 
share. All future surplus earnings from 
these same policies should also be prompt- 
ly and fully apportioned.” 

Coftmments on Change to Stock Basis. 

The examiner stated that the present 
shareholders of the consolidated company 
were the principal officers of the old mu- 
tual company, and are now holding the 
same positions in the consolidated com- 
pany. He further stated: 

“As the consolidated company has been 
granted a new charter with an author- 
ized capital stock of $500,000, since re- 
duced to $100,000, and is in effect a new 
company, entirely new accounts should 
have been opened on July 27, 1910. This 
has hot been done. Merely a trial bal- 
ance of the books of the Franklin Life 
was made on July 27, and on the same 
day the accounts of the La Salle Life 
were transferred to the books of the 
Franklin Life. 

“In a supplementary report, which is 
handed you herewith, your examiner has 
outlined the plan which, in his opinion, 
should be adopted with a view to con- 
serving as fully as possible the interests 
of the policyholders of the mutual com- 
pany.” 

Attached to the report is a statement 
of the Illinois Insurahce Superintendent, 
dated October 20, 1910. It refers to the 
hearing given the-officials of the Frank- 
lin Life with special] reference to the con- 
struction to be placed upon Article 3 of 
the consolidation agreement ‘regarding 
which there seemed to be a difference of 
opinion between the Department and the 
company.”’ The company was fequested 
to state in writing how it proposed to 
carry out the provisions of this article. 
Several plans were considered and final- 
ly, ‘“‘An equitable method of giving full 
force and effect to the provisions of the 
third section of the Articles of Consoli- 
dation . . having, in view the proper 
protection of the interests of the old poli- 
cyholders was presented by the company 
and accepted by the Department. This 
method is embodied in the following reso- 
lutions and charter amendment adopted 
by the company on October 18, 1910, and is 
considered by the Department a just solu- 
tion of the problem. 


‘“‘Whereas, It is provided by the Third 
Section of the Articles of Consolidation 
entered into between The Franklin Life 
Insurance Company and the La Salle 
Life Insurance Company under date of the 
27th day of July, 1910, approved by the 
Insurance Superintendent of Mlinois on 
the 29th day of July, 1910, among other 
things that all the rights and interests 
of the existing policies of the constituent 
companies in the existing surplus funds 
of such companies and the surplus funds 








“Of the total surplus amounting to 


thereafter accruing on account of such 
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policies should be preserved inviolate by 
the ‘consolidated corporation, and, ‘ 

‘“‘Whereas,; Said consolidated corporation 
has caused its capital stock to be reduced 
from the.sum-of FiveeHundred Thousand 
Dollars.to the ‘sum of One Hundred Thou- 
sand Dollars divided into one thousand 
shares of the par value of One Hundred 
Dollars each, and certificates of stock in 
the said sum of One Hundred Thousand 
Dollars have been issued and are now 
outstanding, and, 

“Whereas, Effect can best be given to 
the purpose and intent of the Third Sec- 
tion of said Articles of Consolidation by 
limiting the dividends which may at any 
time be paid upon said capital stock; 
therefore be it 

“Resolved, That the total dividends 
which may be paid in any one year upon 
said capital stock issued and outstanding 
as aforesaid or which may hereafter be 
issued shall not exceed five per cent. of 
the par value thereof, and that all of said 
outstanding certificates of stock and any 
certificates’: which may hereafter be is- 
sued in exchange therefor shall be en- 
dorsed on the face thereof substantially 
as follows: ‘Dividends on this stock are 
limited to a rate not exceeding 5 per cent. 
per annum of the par value thereof,’ be 
it further 

“Resolved, That the charter of said 
consolidated company be amended by 
adding to Article IV thereof, as amended, 
the following: ‘Dividends on all capital 
stock shall be limited to a rate not ex- 
ceeding 5 per cent. per annum of the par 
value thereof; and all surplus, after such 
dividends have been paid, shall be used 
for policyholders, or apportioned or dis- 
tributed to them in accordance with the 
terms of their respective policies,’ be it 
further 

“Resolved, That the, experience of the 
company as regards mortality, expense, 
interest and investment earnings, and all 
other sources of gain and loss, be applied 
in all apportionments and distributions of 
surplus without distinction between poli- 
cies on account of their issuance before 
or after the date of said consolidation. 

“The foregoing resolutions shall consti- 
tute a declaration of intention on the part 
of said company, and shall be construed 
with and as a part of the contract of 
eonsolidation between the Franklin Life 
Insurance Company and the La Salle Life 
Insurance Company. heretofore made. 

“The ‘above resolutions are self-ex- 
planatory, and fully protect the old’ poli- 
cyholders in their rights. 

“The stockholders of The Franklin Life 
havé paid in to the company the sum of 
$4,382.81, which has been deposited with 
this Department, being the amount of im- 
pairment of the La Salle Life on July 27, 
1910, based on the amortised value of the 
securities and the accrued interest on the 
bonds, factors which were not considered 
by the examiner when giving the state- 


ment of the condition of the La- Salle) 


Life on July 27, 1910, found on page 16 
of ‘this report. - , 
“The nécessity for this deposit arose 


because of difference of views between | 


the ¢ompany’ and ‘the’ Départmetit as” to 
the construction of ‘Article 3 of the Con- 


tract of Consolidation: After due”con- |. 





sideration of the question by the Depart- 
ment and the company, the Department’s 
construction has been accepted. 
“The above remarks are to be consider- 
ed as a part of this report. 
“(Signed) Fred W. Potter, 
“Insurance Superintendent.” 





THE GEORGIA LIFE INS. CO., MACON, 
GA. 





Examined by the Georgia insurance De- 
partment. 

The following is a report of the exam- 
ination of this company conducted by H. 
W. Buttolph, state actuary for the Geor- 
gia Insurance Department, and dated 
May 3, 1910. 

The company was incorporated under 
the laws of Georgia in April, 1909, and 
began business August 16, 1909. 

It will be noted that the examiner calls 
attention to the large item of bills re- 
ceivable which represented notes given 
in payment for stock. The company is 
criticised for the rate of commission paid 
on certain policies, and also for the large 
organization expenses. The examiner 
states that aside from this its affairs 
seem to have been conducted with reason- 
able economy. The report of the examin- 
ation in full is as follows: 

“In accordance with your instructions, 
I have made an examination of the Geor- 
gia Life Insurance Company, of Macon, 
Ga., and submit herewith a statement 
of its transactions from date of its or- 
ganization to close of business on March 
31, 1910, together with its financial con- 
dition upon that date. 


UE cs re udetotcccusee $488,400.00 
Income. 

Premiums, Life (less 

$580.28 re-ins.)...... $17,550.27 


Premiums, Casualty (less 


$351.00 re-ins.)....... 4,683.05 
Surplus paid on the 

WS “icccascsseences 331,200.00 
Profit on the sale of 

WOE occuscedsctecvec 40.00 
Interest on bonds and 

mortgages .......... 4,181.75 
Interest on bills re- 

ceivable and deposits 1,612.52 
Ge GO cediccdaces «++. 4,767.38 

Total income.......... 364,034.97 

$852,434.97 
Disbursements. 

Death losses ......... $4,000.00 
Losses of casualty de- 

partment ....,..ée+.- 350.47 
Commissions, life . busi- 

MOOR. oc4s0¥2 Keno +++ 13,219.68 
Commissions, casualty 

PEED. nittacdiamminieone 1,636.37 
Salaries to agents..... 2,700.00 
Traveling .expenses.... 5,349.65 


Commission on sale of 


StOCK «2.66.0 +eeeee++ + 138,079.57 
Examination and_ in- 


spection fees......... 2,969.00 
Salaries of officers and 

employees .......... 20,376.24 
Legai fees.......... «+. . 800,00 
| Advertising, printing 

‘and stationery....... 7,370.04 








——. 
$$ 


Postage, telegraph, tele- 








phone, express and 
exchange .....:..+-. 1,495.24 
WOE accndesosins oy 90-6; 3 Reeeuee 
Furniture and. fixtures 2,972.19 
Licenses and depart- 
ment fees............ 471.00 
Fire insurance......... 195.55 
Miscellaneous expenses 5,134.60 
Total disbursements ........$207,770.10 
ee ee ere $644,664.87 
Ledger Assets. 
Real estate, book value........ $12,083.33 
Mortgage loanS.........eseee0. + 31,750.00 
Bonds, book value.............. 176,338.78 
Cash in bank at interest....... 210,198.89 
Cash in bank subject to check. 70,644.43 
Cash in office........ eooscescese ' 1,230.09 
Bills receivable ............. +++ 140,738.82 
Agents’ balances ..........sceee 1,690.53 
WO. ccaidcdettiveseinas + ee ee $644,664.87 
Non-Ledger Assets. 
Interest accrued on 
mortgage loans ..... $275.39 
Interest accrued on 
MEE. Sc cen eedewseus 2,024.17 
Interest accrued on 
certificates of deposit 2,992.07 
Interest accrued on 
bills receivable....... 2,159.01 
Gross deferred pre- 
rae $80.35 
IE a ata:n'a We atecde 60.41 
Net deferred premiums $19.94 
Uncollected premiums 
not over 90 days past 
due (casualty depart- 
SI dnecectuascesas 10,116.90 
Total uncollected and 
deferred premiums.. 10,136.84 
Gross assets ....... $662,252.35 
Assets not Admitted. 
Book value of bonds 
over market value.. $1,726.78 
Bills receivable with 
accrued interest ............ - $142,897.83 
Agents’ balances ...... éoateddes - 1,690.53 
Checks returned unpaid 1,000.00 
Total non - admitted 
assets ........... $147,315.14 
Total net assets.... $514,937.21 
Liabilities. 
Net value outstanding 
POUCIOB 6 oc0:0+ 50% shes $3,372.56 
Net value policies re- 
insured ..... compened 261.52 
$3,111.04 
Unearned premiums on 
casualty business . 8,384.73 
Commissions to become 
due on policies issued 
within ninety days.. 3,555.20 
Losses in process of 
adjustment (probable 
liability) ...... eage*< 248.93 
Reinsurance . premiums 
BUG cccese ahd eenayein 


. $10.25 
Salaries, accounts, med- ee 
ical fees, ,ete.,. ac- 
crued 


eee meee ee eeeee 


$2,171.86 
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Commissions due stock 
salesman ....... | ae 

Capital stock.........$488,400.00 

Surplus, ineluding stock 


7,090.43 


Notes *s.ces%- estiete 144,362.60 
$632,762.60 
Stock notes not ad- 
WHEN S ies hscS eek ee 142,897.83 
Total net surplus to 
policyholders ......... 489,864.77 
Total WERIIGIGR. ...... ccc ccziccs $514,937.21 


“Besides doing a life insurance busi- 
ness this company is transacting various 
lines of miscellaneous insurance, includ- 
ing personal accident and health, em- 
ployers’ liability, plate glass, automobile, 
fidelity and surety and steam boiler. The 
foregoing statement covers its transac- 
tions in all these lines. 

“The item of ‘Book Value of Real 
Estate’ carried in the ledger assets is on 
account of a piece of property which the 
company has bought in the city of Macon 
and upon which it proposes to erect an 
office building in the near future. The 
price agreed to be paid for this property 
is $37,500, but the item shown in the fore- 
going statement is all that has yet been 
paid by the company on this account. 

“The large item of ‘Bills Receivable,’ 
carried as a ledger asset und deducted as 
a non-admitted asset, is comprised en- 
tirely of notes given in payment for stock. 
As it is not the company’s practice to 
deliver any stock certificates before they 
are entirely paid for in cash, it would 
seem at first glance as though this item 
of bills receivable should be an admitted 
asset or else that the stock liability of the 
company should be decreased, but, how- 
ever, this item is treated, it would not 
affect the item of total surplus to policy- 
holders, which I have carried into the Na- 
biiity account and, as it would be some- 
what difficult to determine just what por- 
tion of these stock notes is on account 
of the capital stock itself and what por- 
tion is on account of surplus, I have pre- 
ferred to handle it in this way. 

“The bonds of the company I have 
valued in accordance with a ‘List of Se- 
curities held by Insurance Companies 
with Valuations Fixed as of December 
31, 1909," published by the National Con- 
vention of Insurance Commissioners, and 
in aecordance with such valuation, have 
deducted, as a non-admitted asset, $1,- 
726.78 on account of the book value of 
bonds in excess of the market value. 

“All policies were valued upon the 
American Experfence 3% per cent. Table 
and upon the Modified Preliminary Term 
Basis, the modification being to the 
Twenty Payment Life Standard. Only 
paid-for business has been considered. 

“The authorized capitalization of the 
company is $1,000,000. Practically one- 
half of this amount has now been sold 
or contracted for, and the company’s of- 
ficers state that they are not at all anx- 
ious to make futute sales and that 
none will be made except at a substan- 
tial increase in price above what has 
heretofore been paid for this stock. The 
more recent sales have been made at 200. 

“The rate of commission being paid for 
the cormipany for those forms of policies 





valued on a modified preliminary term 
basis is altogether too high and the com- 
pany also seems to have incurred a some- 
what needlessly large expense in organ- 
ization and in the sale of its stock. Aside 
from this, its affairs seem to be con- 
ducted with reasonable economy. Its 
system of accounting is good, although 
sufficient care has not been shown in the 
keeping of the records.” 

From the above it can plainly be seen 
that the organization expenses were very 
heavy and the general expenses of the 
company, including salaries of officers and 
employees, are large in proportion to the 
net income. The life premiums received 
amounted to $17,550.27, and the commis- 
sions allowed were $13,219.68. This does 
not take into account other expenses 
chargeable to the procurement of new 
business. 

We understand that this company has 
reputable backing and that connected 
with it are a number of experienced in- 
surance men. It will be necessary for 
the management to adhere closely to 
conservative methods from now on, if it 
expects to make the concern a paying 
investment for its stockholders. Fur- 
thermore, only participating insurance is 
written, which calls for low expenses, 
careful management and good mortality 
saving. 


GERMAN-AMERICAN LIFE INSUR- 
ANCE COMPANY, OMAHA, NEB. 


Change to Mutual Legal Reserve Plan 
Has Been Effected. 

In last month’s issue we printed an 
article upon this company stating that 
the policyholders had voted on a pro- 
posed change to the mutual legal reserve 
basis. This change has now been ef- 
fected and the Insurance Deputy of Ne- 
braska advised us under date of October 
12, 1910, as follows: 

“Mr. Klingbeil, the president of the 
company, to-day filed the amended arti- 
cles of incorporation which have been ap- 
proved by this Department. The amend- 
ed articles of incorporation were adopted 
at a meeting of the stockholders held on 
September 27, at which date there were 
1,448 policyholders entitled to vote, of 
which 1,300 were represented at the meet- 
ing in person or by proxy, and voted 
unanimously to change the organization. 
The company has on deposit with this 
Department securities of the par value of 
$107,800.” 

We desire to call our subscribers’ at- 
tention to the fact that this company 
was incorporated and began business in 
the latter part of 1906 instead of the 
year 1907, as stated by us in our former 
article. 





GRAND UNITED ORDER OF TRUE RE- 
FORMERS, RICHMOND, VA. 





License is Suspended. 


We are just in receipt of a copy of the 
“Times-Dispatch,” of October 27, 1910, 
published in Richmond, Va., which con- 
tains an article stating that this order, 
which was the largest negro society. in 
the world, was found to be in such bad 
condition as ‘to necessitate the absolute 


funds.” 





suspension of its license. Deputy Insur- 
ance -Commissioner, J. N. Brenaman, 
stated that such action was taken ‘‘en 
account of the gross mismanagement, if 
not criminal negligence, of its present and 
former. management in safeguarding its 
It was one of the: most popular 
negro concerns, and has been in operation 
for nearly thirty years. 

The article states that the whole trouble 
has arisen from the apparently irresistible 
tendency of negro officials to start banks 
and later to engage in other lines of busi- 
ness, which usually take the money 
earned by the original or parent order. 
The condition was brought about matnly 
by the liquidation of the Savings Bank of 
True Reformers which went into the 
hands of a receiver, owing the insurance 
order $335,100 and holding $50,000 of 
checks drawn by the order for insurance 
claims, which it was unable to pay. 

The Bureau of Insurance hopes to get 
enough salvage to permit the True Re- 
formers to continue in business as an in- 
dividual organization. It appears that it 
will be impossible for the bank to ever 
open its doors again, but, the article 
states, the fraternal association has al- 
ways been in good circumstances, and 
would have to-day been in splendid finan- 
cial condition but for its alliance with the 
bank and other enterprises. 

Policies of 30,000 Virginia negroes are 
involved. 


THE GUARANTY LIFE INS. CO., DAV- 
ENPORT, IA. 





Has Changed to the Stock Basis. 


This company, which began business as 
the Guaranty Mutual Life Insurance 
Company on February 3, 1903, as 4 mu- 
tual legal reserve company, voted to 
change to the stock basis at the regular 
annual meeting of the policyholders held 
on January 10, 1910. The vote was unan- 
imous, and the company advised us that 
a large part of the policyholders were 
present at the meeting. 

It will be noted that there has been no 
change in the title of the company ex- 
cept the elimination of the word ‘“Mu- 
tual."” The capital stock is $100,000, and 
was sold at $150,000, fully paid up. The 
company recently advised us that the Old 
Mutual policyholders will be protected by 
an assignment of all mutual business; 
that stockholders: will not receive bene- 
fit for business written while the com- 
pany was on a Mutual basis. The guar- 
antee. fund was returned to the donors 
or guarantors, and this fund has been 
entirely wiped out. The company states . 
that it is writing the same form of policy 
with the exception that all business from 
now on will be written upon the non- 
participating basis, and it is issuing a 
new twenty payment “Reduction of Pre- 
mium” policy, a sample of which it has 
promised to send us. 





GUARDIAN LIFE INSURANCE COM- 
PANY, SEATTLE, WASH. 





| Risks ‘Reinsured by international Life of 


St. -Louls. 
The Guardian Life Insurance: Company 
was incorporated as a legal reserve com- 
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pany..in November, 1905, and began busi- 
ness..on ,.December 1 of that year. It 
Started with. a paid in capital of $50,000, 
and a contributed surplus of $2,500; its 
authorized capital was $100,000, all of 
which was subscribed when it began busi- 
ness, .No money was paid in on account 
of capital.or surplus in 1906, but at the 
end of 1907 the statement of the com- 
pany. showed a paid-up capital stock of 
$51,000. and a.general surplus of $390.26. 
At the end of 1908, the capital stock in- 
tact.amounted to $52,000; surplus, $213.47. 
The admitted assets at that time were 
$73,576.44, . and. the insurance in force 
amounted to $1,827,750. 

The company had a very poor growth, 
and during 1909 its capital became im- 
paired, and for this reason the Guardian 
Life, Insurance Society, a fraternal order, 
was organized on August 13, 1909, for 
the purpose of reinsuring the policyhold- 
ers of the Guardian Life Insurance Com- 
pany. The company was in a bad con- 
dition, and its president realized that 
some step was necessary in order to pro- 
tect him from action on the part of the 
Washington Insurance Department, there- 
fore he consulted with the Attorney- 
General, who advised him that under the 
laws of the State, it was possible to or- 
ganize a fraternal society for the purpose 
mentioned, but that both the company 
and the society would continue business 
until the company itself was disincor- 
porated. The Insurance Department of 
Washington advised us under date of 
October 25, 1909, that the company trans- 
ferred its reserve fund to the fraternal | 
society. and endeavored to withdraw 
from the transaction of business, | 
its president refusing to allow  the| 
company to be examined, although | 
it admitted that its capital stock | 
was impaired; the Insurance Commission- 
er thereupon addressed a letter to the At- 
torney General of Washington, asking 
whether it was the duty of the Depart- 
ment to simply demand a receiver. We 
were not advised as to the answer made 
by the Attorney General, but on June 1, 
1910, the Insurance Commissioner advised 
us that the matter was still in the Attor- 
ney General’s hands; that the capital and 
reserve of the Guardian Life were both 
impaired at the time the company rein- 
sured with the Guardian Life Insurance 
Society, and on that date (June 1, 1910) 
the reserves were still impaired. (See 
article upon the Guardian Life Insurance 
Seciety elsewhere herein, which refers 
more in detail to the reinsurance by the 
International Life Insurance Company, of 
St. Louis.) 








GUARDIAN LIFE INSURANCE SO- 
CIETY, SEATTLE, WASH. 





insurable Risks Reinsured by 
tional Life of St. Louis. 
The Guardian Life Insurance Society 
was organized under the fraternal laws 
of Washington, August 3,1909, for the pur- 
“pose of reihsuring the business of* the 
Guardian Life Insufante Company, a legal 
reserve institution organized in Novem- 
ber, 1905.‘ Both the’ capital and the ‘re-° 
serye of the life insurance company be- 
came impaired in 190%, and the Insurance 


Interna- 





Department permitted this reinsurance 





transaction rather than place the com- 
pany in the hands of a receiver. 

The life insurance. company did very 
litle business, and at the end of 1909 
the insurance in force as shown by the 
December 31, 1909, statement of the Guar- 
dian Life Insurance Society was $1,348,550, 
nearly. $500,000 less than the amount in 
force at the end of 1908. 

Arrangements have been made with the 
International Life Insurance Company of 
St. Louis whereby the International will 
rewrite the insurable business of the 
Guardian at the attained age of the poli- 
eyholders, allowing the reserve in the 
Guardian Life to stand as a credit on the 
new premiums to be paid. We are in re- 
ceipt of the following letter written on 
October 10, 1910, by the Attorney General 
of Washington to the Insurance Commis- 
sioner of that state: 


“You state in yours of even date that 
the Guardian Life Insurance Company is 
insolvent; that it has made numerous at- 
tempts to reinsure its policyholders, but 
it has failed to do so; that recently an 
agreement was made between the Presi- 
dent of said company and the Interna- 
tional Life Insurance Company, by which 
the risks of said Guardian Life should be 
re-written in said International Life In- 
surance Company, but that upon investi- 
gation it transpires that many of the 
risks never took a medical. examination 
and were not insurable, and others took 
medical examinations and were not passed 
by the medical examiner, but the risks 
were accepted by the company; that the 
International Life Insurance Company will 
rewrite all insurable risks, and that you 
have decided to order ‘that the stock- 
holders, directors and officers of the 
Guardian Life Insurance Company may 
earry out the contract entered into with 
the representatives of the International 
Life Insurance Company, in so far as the 
risks of the Guardian Life are insurable, 
and wherein they are not, to pay to such 
un-insurable risks the net value of their 
policies as of October 10, 1910, and in force 
upon that date, in full liquidation and 
satisfaction of such policy contracts, if 
it has the power so to do,’ and you ask 
this office if you can legally make such 
an order. 

“It is the opinion of this office that 
while there is no statute expressly au- 
thorizing you to make such an order, that 
the general provisions of the statute are 
such that you would certainly be war- 
ranted in doing so, as the course you out- 
line is undoubtedly for the best interests 
of all concerned. From your statement 
the company is insolvent, and unless an 
arrangement similar to that you suggest 
is made, a receivership must be called for, 
and in that case a large expense will be 
ineurred, which under the pian you sug- 
gest above will be saved to the policyhold- 
ers and stockholders of said- company. 

“It is therefore my opinion that you are 
authorized to make the order, above sug- 
gested,.-and that you are fully. justified 
in so doing.”’ 

Upon receipt of the above letter the In- 
surance Commissioner advised the presi- 
dent, officers and stockholders of the 
Guardian Life Insurance Compdny as fol- 
lows, in a letter dated October 10, 1910: 





“Gentlemen: 

“By virtue of the’ conditions found to 
exist in the affairs of the Guardian Life 
Insurance Company, of Seattle, Wash., 
this department upon advice from the At- 
torney-General, hereby declares the 
Guardian Life Insurance Company insol- 
vent and herewith orders the stockhoid- 
ers, directors and officers of said com- 
pany to wind up its affairs as of Octo- 
ber 10, 1910. 

“This department consents to the car- 
rying out of an agreement entered into 
between the officérs of the Guardian Life 
Insurance Company and the representa- 
tives of the International Life Insurance 
Company, of St. Louis, Mo., relative to 
the re-writing of the insurable risks now 
on the books of the Guardian Life Insur- 
ance Company. But upon such risks as 
are not insurable the stockholders, di- 
rectors and officers of the Guardian Life 
Insurance Company are herewith re- 
quired to pay to such policyholders the 
net value of their policies as of October 
10, 1910, provided such policies were in 
force upon that day. 

“Very truly yours, 
“State Insurance Commissioner.” 

From the foregoing it would appear 
that the fraternal order formed to take 
over the business of the life insurance 
company did not figure in the reinsurance 
contract with the International Life In- 
surafrce Company, and that the contract 
was made with the old legal reserve com- 
pany. (See article upon the International 
Life elsewhere herein.) 





HANOVER FINANCE COMPANY, JER- 
SEY CITY, N. J. 





Another Promotion Scheme. 

This company was recently examined 
by the New York Insurance Department, 
the report being dated September 12, 
1910, and for the benefit of our sub- 
scribers we have decided to print a bul- 
letin regarding this examination, issued 
by the New York Insurance Department 
on October 17, 1910. This is important 
and should be carefully read. It calls at- 
tention to the misleading prospectus is- 
sued by the company and to the meth- 
ods by which the promoters who had 
never invested so much as a dollar in 
the company obtained large blocks of 
stock. (See item upon the Trinity Fi- 
nance Company referred to in this bulle- 
tin elsewhere herein.) The bulletin in 
full follows: 

There was filed in the State Insurance 
Department to-day a report on the ex- 
amination of the Hanover Finance Com- 
pany, a promoting company organized for 
the purpose of accumulating funds where- 
by may be formed an insurance corpora- 
tion to be known as the Income Insur- 
ance Company, the purpose of which is 
to issue insurances against loss of salary 
or income due to total and permanent 
disability fram any cause which prevents 
the insured from following his specific oc- 
cupation. Like the Trinity Finance Com- 
pany, a report.on which was filed in the 
Department a few days ago, the Han- 
over -Finance Company is also a Maine 
corporation, its organization and scheme 
jargely. the.conception of one George G. 
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Hynson,; 
Hanover is still in active operation. 

The Hanover Finance Company was in- 
corporated in October, 1909, about -the 
time when the Trinity Finance Company 
ceased actively to market its so-called 
gold certificates. Both companies seem 
to have been given large powers by the 
State of their origin, the Hanover hav- 
ing power— 

“To promote financial and mercantile 
undertakings, to deal in stocks and bonds 
of any public or private corporation, to 
purchase, sell, operate and develop any 
concessions, rights and patents, to manu- 
facture, trade, import and export mer- 
chandise of every description, to con- 
struct and develop public works of any 
character, to construct, maintain and op- 
erate railroads, steamboats, telegraphs 
and telephones’’; 
with the exception, however, that sucn 
corporation is prohibited from conducting 
the business of Lanking, insurance, sav- 
ings banks, trust companies, or other 
monied corporations, including safe de- 
posit companies. The authorized capital 
is $2,000,000, divided into 20,000 shares of 
the par value of $100 each, seven shares 
only, however, having been issued at the 
time of incorporation. 

Notwithstanding the fact, that, as de- 
veloped by the present investigation of 
promoting companies, the Trinity Finance 
Company or its promoters still own the 
Income Insurance plans conceived by 
George S. Hynson, the latter sold such 
plans and the rates and actuarial opin- 
ions accompanying the same, early in 
November, 1909, to the Hanover Finance 
Company in exchange for its stock to 
the extent of $1,999,500, and such stock 
was shortly thereafter issued—$1,000,000 
to Hynson, $350,000 to Edgar Bronk and 
$649,500 to V. M. Bovie as trustee, the 
last-mentioned block being intended for 
a bonus distribution to the purchaser of 
this company’s bonds. 

Instead of offering gold certificates and 
preferred stock to the public, as was done 
by the Trinity Finance Company, the 
Hanover Finance Company offered its 
bonds to the extent of $500,000 on an ar- 
rangement whereby the purchaser was to 
receive its stock dollar for dollar for the 
bonds purchased, the money thus real- 
ized, to the extent of 40 per cent., to be 
paid to Hynson or used fn promotion, and 
to the extent of 60 per cent. deposited 
with the Carnegie Trust Company under 
a so-called ‘First Mortgage." Such mort- 
gage appears, however, to be merely a 
trust indenture under which the Trust 
(Company acts as custodian for 60 per 
cent. of the money received from the 
sale of the bonds; it thus still has in its 
hands, out of a total of $44,000 realized 
from bonds sales, about $26,000 to thé 
credit of the company. The 40 per cent. 
promotion expense fund, aggregating up- 
wards of $17,000, was at the time of this 
examination entirely dissipated. 

The examiners’ report calls attention to 
certain significant facts concerning the 
movements of the home office of this 
company about July 1 last. On that day 

“the New York law authorizing the ex- 
amination of such a company by the 
State Insurance Department went into 





effect. Prior to that time, this company 
had had an office in the Metropolitan Life 
Building, at No. 1 Madison avenue, New 
York. On the 29th of June its board met, 
authorized the assignment of the lease 
tothe president of the company as an in- 
dividual, and apparently determined to 
have its home office thereafter at 54 West 
Elizabeth street, Detroit, Mich. The ex- 
aminers who called on July 7 for the pur- 
pose of making an examination were in- 
formed of this fact. The Michigan De- 
par.ment was asked for information con- 
cerning the new home office of the Han- 
over Finance Company and learned that 
the address given was that of a family 
hotel, not located in the business district 
or near any office buildings, the landlady 
of such hotel stating that the company 
had no office there and that no mail ad- 
dressed to it had been received there. 
Shortly thereafter it developed that the 
Hanover Finance Company had moved 
from Detroit, Mich., to No. 15 Exchange 
place, Jersey City, which it claims as its 
present office. In view of these facts, the 
examiners state in their report: 

“In our opinion, the transfer of the 
lease was palpably a subterfuge to avoid 
proper investigation and, coupled with 
the above facts, convinced us that this 
company for all practical purposes had 
an office in this State after July 1, 1910, 
and is properly subject to investigation 
by this Department.” 

It would seem that the company was 
of the same opinion, as, after some de- 
lay, it permitted an examination of its 
records at the Jersey City office, with the 
results outlined in the report. 

The promotion methods of this com- 
pany are very similar to those of the 
Trinity Finance Company, one important 
difference being that in the case of the 
Hanover Finance Company, 4) per cent. 
of the proceeds of the sale have been 
dissipated in expenses, while in the case 
of the Trinity Finance Company only 
about 27% per cent. were dissipated. 
Most, if not all, of the bonds of the Han- 
over were sold by Hynson under an 
agreement by which he was to receive 40 
per cent. of the proceeds. 

Its original prospectus, which, since 
the examination has been superseded by 
one intended in some respects to meet 
the criticisms of the insurance depart- 
ment, is not so ornate and expensive as 
that of the Trinity Finance Company, 
but is, nevertheless, a credit both to the 
imagination of the author and to the 
printer’s art. It contains statements ap- 
parently intended to indicate to the in- 
vestor that the entire assets of the com- 
pany are pledged to secure the payment 
of its bonds; whereas the fact is that the 
assets of such company consist of about 
60 per cent. of the moneys realized from 
the sale of the bonds, the balance under 
its plan having been already disbursed 
in promotion expenses. The prospectus 
also voices the spirit of prophecy when 
dealing with the Income Insurance Com- 
pany, “to be chartered under the Arm- 
strong Law of New York,” when it in- 
dicates' a probable premium income for 


this company. at the end of the first six |, 


years of. $25,200,000-and a profit of 30 per. 
cent. thereon; from which, according to 











Company will be able at the end of the 
period, besides paying a 10 per cent. div- 
idend each year, to declare a 100 per 
cent. stock dividend out of a surplus of 
nearly $6,000,000 thus gained. 

Under the caption, ‘‘Larger Dividends 
Than Standard Oil,’ the dividends claim- 
ed to have been paid in 1909 by 23 stock 
life insurance companies are pyramided 
in such a way as to indicate an average 
dividend for such companies in 1908 of 
77 per cent., while a page is devoted to 
demonstrating ‘Insurance Stocks Safer 
Than Railroad Bonds,’’ on the authority 
of Bradstreet’s as follows: 

‘“‘During the past ten years there have 
been over 100,000 commercial failures, 
with liabilities of over $1,500,000,000.”’ 

“During the past 10 years 600 banks 
and trust companies have closed their 
doors, with liabilities of over $380,000,- 
000.” 

“During the past 10 years there have 
been 93 railroad receiverships, with stock 
and bond issues involved of over $600,- 
000,000.”’ 

“While for insurance it can be said that 
for more than 30 years there has not 
been one single failure of an old line in- 
surance company which has continued on 
the legal reserve basis.”” 

This statement is thought to be mis- 
leading in the extreme in that it ignores 
the mutual character of most of the old 
line life companies, the age of the most 
successful of such companies, the so- 
called stock dividends and stock in- 
creases in same, and the many failures 
in life insurance promotions during the 
past decade. The prospectus also con- 
tains a number of fac-simile letters of 
the usual sort from grateful investors, 
most of them apparently residents of 
paltimore and New Orleans. Several of 
them were communicated with by the 
Department and indicated that they un- 
derstood little, if anything, of* the plan 
or financial responsibility of the Hanover 
Finance Company and its promoters. 

The following significant facts as to 
this promotion are noted by the ex- 
aminers: 

1. That while the earlier prospectus 
promised the investor that the Income 
Insurance Company would be organized 
under the laws of New York, the newer 
prospectus, issued since the New York 
Insurance Department commencd its, in- 
vestigation, modifies this promise by the 
statement that the Income Insurance 
Company will be organized under the 
laws of New York or any other State or 
country. 

2. That there have been numerous 
changes in the board of directers of the 
company, several of them due to volun- 
tary withdrawals. 

3. That none of the promoters or or- 
ganizers have invested so much as a dol- 
lar in the bonds of the company which 
are thus attractively described, whereas 
at least one of such promotérs knew that 
a. similar scheme had been practically 
abandoned by the Trinity Finance Com- 
pany before the Hanover was organized. 

4.. That the first mortgage, so-called, 
contains a clause. whereby the investor 
ig in so many words prohibited from pro- 
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ceeding to-recover the money’ held by the 


trustee’ until November 1, 1914, in spité ‘of 


the fact that a clause in the bond ‘states: 


“On default in payment of interest or ‘of 


principal of any of said bonds the princi- 


pal of: said’ bonds may be declared: due’ 


and payable before the above specified 
maturity, together with the accrued in- 
terestthereon as provided in said ‘deed 
of trust.” 

5..That the prospectus is misleading in 
that it contains reprints of letters from 
purchasers of bonds which contain state- 
ments suchas: “The bonds are secured 
by ‘trust “indenture with the Carnegie 
‘Trust Company of New York and safe- 
guard the-principal’’; the fact being that 
the-:Carnegie «Trust "Company merely 
guarantees 60 per cent. of the principal. 

On. all of these facts being brought to 
the.attention’ of President Bronk of this 
company at the time of the hearing on 
this-report, a memorandum was filed by 
him indicating that a* number of the 
criticisms of the Department had beén, 
as he claimed, met. The issue of the 
original prospectus has been, discontinued 
and a new one, somewhat toned down, 
but still..containing the prophetic finan- 
cial statement and the pyramid of so- 
called life insurance dividends and the 
summary previously mentioned and as- 
cribed to Bradstreet’s, issued in its stead. 
The-sale of bonds has been discontinued 
and given place to the sale of stock on 
practically the same pian. Since the com- 
pany'’s office was moved to Jersey City, 
the directors have voted a salary of $5,- 
600 per annum to President Bronk, such 
salary to be paid from the date of incor- 
poration. | The proceeds of the future 
sales of. stock will, presumably, be used 
partly for ‘this purpose. 

The report .on the examination, to- 
gether: with.the statement of President 
Bronkiabove referred to, will be available 
to amy! person seeking information as to 
the feasibility of the plans of the Han- 
over iFinanece Company and the Income 
Insurance. Company. 





INTERNATIONAL LIFE INSURANCE 
COMPANY, ST. LOUIS, MO. 





Has Arranged to: Rewrite the Insurabie 
Business of the Guardian Life In- 
surance Company of Seattle. 


The Interriational Life Insurance Com-’ 


pany was-ineorporated uhder the laws of 
Missouri, August 15, 1908, and begari bust- 


ness March 19, 1909. -Our subscribers are Mr. 
referred to-our detailed report upon this 


company’ ias- it appears in: éur 1910 an- 
nual: vokhume. - 

Under’ date of October ~~ 
surance: Commissioner of: Washington ad- 
vised): tas«~that :- arrangements had been 
made between the Guardian’ Life and the 


International Life *whereby’ the’ latter| in the Mutual Berefit Life Insurance , 
companys would rewrite” the “ insurable | Company. es eat ale 
businéss of. the Guardian Life ‘at the at-|' The “Mutual Benefit Life Insurance. 


tainediage:.of the policyholder, and “al- 


lowing: his :réserve'in. the! Guardian Life 
to standias:& créditeon pacer: ma we 


paid wy..the:policyfioldery ®aer! 


Both the‘reserve and the <empivel tone receive 20 annuities ‘Of 
of the..Guardian “Lifé “beodmei impaired 


-during the year 1909, and at that time 


the Guardian Life Insurance Society, a 


1910, the In- 


fraternal order, was formed to prevent 
the appointment of a receiver for the life 
insurance company. Very little business 
has been done, however, since that time, 
and the insurance in force at the end of 
1909 as shown by the statement of the 
fraternal society was nearly $500,000 less 
than that in force at the end of the 
previous year. 

The reinsurance arrangement seems to 
have been made with the Guardian Life 
Insurance Company as a stock organiza- 
tion, and this was probably due to the 
fact that the fraternal order did not suc- 
eeed in writing any busiriess to speak of. 
(See reports elsewhere herein on the 
Guardian Life Insurance Company and 
also on the fraternal order mentioned 
above.) 





| KIGHT AUDIT AND ABSTRACT COM- 
PANY, INDIANAPOLIS, IND. 
' 





Fails to Recover Fee. 

Our subscribers will remember reading 
an article which we printed in Best’s Life 
Insurance News for July 1, 1910, regard- 
ing this company, and will be interested 
to know that one of its clients in De- 
troit recently obtained a verdict against 
it, he having been sued by the company 
to recover the fee charged for certain 
advice given. It appears that the fee 
was in excess of a saving which Mr. 
Lieberman was to realize, and the fol- 
lowing is a full synopsis of the case as 
stated by Mr. Lieberman’s attorney: ° 

John F. Kight, who is proprietor and 
sole owner of -he J. F. Kight Audit & 
Abstract Company, of Indianapolis, Ind., 
and who says he lives about five miles 
south of Indianapolis, induced John P. 
Lieberman, of Detroit, Mich., to allow 
him to abstract and audit his life insur- 
ance policies, and the following written 
contract was signed by the parties: 

“I, the undersigned, hereby request the 
J. F. Kight Audit & Abstract Company, 
of Indianapolis, Ind., to audit and ab- 
stract the following life insurance poli- 
cies for which I agree to pay 10 per cent. 
of the annual premium up to the first 
$5,000 in premiums and 5 per cent. on all 
premiums in excess of $5,000. Provided, 
however, that the annual saving on the 
whole insurance account is in excess of 
the fee charged. The above compensa- 
tion is to cover all expenses for said ab- 
stract including the service certificate ac- 
‘companing the same. . . .” 
Lieberman had a 15- ~year limited 
payment policy in the Mutual Benefit Life 
Insurance Company, Known as a $40,000 
policy, payable in twenty installments of 
$2,000 each, and a paid-up policy for $3,- 
732 in the Mutual Life of New York. As 
the latter policy was fully paid, the case 
involved only the above mentioned policy 


Company policy was issued to Mr. Lieb- 
erman in 1906, at age 51, for an annual 
premium of $2,008. By the terms of the 
Policy the’ beneficiary, his, wife, was to 
$2,000° each, on. 
the death of ‘the insured, ana" in addition 
thereto was to receive deferred annui- 
ties for as much longer after the twenty 


=e 








years as.she should live. By the, terms 
of the policy the beneficiary was denied 
the right to, commute the: value of the 
annuities. . If. the benefielary died before 
the insured, the annual premium was to 
be reduced to $1,989.20, that. being the 
amount of premium necessary for’ the 
twenty annuities of $2,000 each. - 

At the time Mr. Kight made the ab- 
stract for Mr. Lieberman, on September 
30, 1909, the insured. had. paid four pre. 
miums to $2,008, less dividends. By his 
abstract. Mr. Kight advised Mr. Lieber- 
man as follows: 

“As this premium is entirely out of 
proportion to the protection received, the 
insured is not warranted in continuing 
this contract after May 9, 1910, at which 
time he should ask for his cash equity 
of $4,739.20, together with the current 
year’s dividends and discontinue. And if 
it is desired to maintain the same estate 
or income for his beneficiary he should 
buy at once a policy for $26,992.80 for an 


annual premium of $1,349.64 and after 
May 9, 1910, use the interest worth of his 
$4,739.20 cash, which is at 5 per cent., 
$236.96, to reduce this premium to $1,- 
112.68 instead of $2,008, less dividends, 
un.,er the present arrangement. This 


will give the same estate of $31,737.20, 
$4,739.20 cash and $26,992.80 insurance 
policy, good as Jong as _ protection is 
needed, and when ‘not needed cash out. 
This will make an annual saving of about 
$895.”" 

At the time this advice was given, in- 
sured was 55 years old and Mr. Kight 
suggested that the following named com- 
panies would write the reformed contract 
as suggested in the abstract: The Aetna 
Insurance Company of Hartford, Conn., 
at $51.07; The Connecticut General Life 
Insurance Company, at $48.01; The Met- 
ropolitan Life Insurance Company, at 
$48.55; The Michigan Mutual Life Insur- 
ance Company, at $50.77; The National 
Life of Vermont, at $49.22; The Pru- 
dential Insurance Company, at $48.98; 
Travelers Insurance Company, at $50.75 

In other words, Mr. Kight advised Mr. 
Lieberman to discontinue his 15-payment 
participating policy in the Mutual Benefit 
Life Insurance Company after having 
paid four premiums thereon, and take 
the cash value as above stated, and at 
the advanced age of 55 take an ordinary 
life non-participating policy for the 
amount of insurance above stated. Mr. 
Kight represented to Mr. Lieherman that 
by following. this advice he. would «be 
making a saying .in his insurance of 
something like $895 in premiums and 
upon Mr. Lieberman's refusal to pay; Mr. 
Kight brought, .suit.against Mr. Lieber- 
man to recover his fee of $200 under the 
terms of the contract between them above 
mentioned. 

The case has, just been tried and de- 
cided in the. Circuit..Cpurt for Wayne 
County, Mich., before:.the Hon. : Morse 
Rohnert, Circuit. Judge... After a’ trial 
extending oyer five; days, the court “df 
rected a Nerdiet: against...the : plaintiffs! 
Mr. Kight, and in favor ef. the deferid= 


ant, Mr... Lieberman,,,of no cause of ait:’ 


tion. Lewis A. Stoneman of Detroit, 
Mich., was attorney for the defendant, 
Mr. Lieberman. 
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One of the .prineipal defenses relied 
upon by Mr. Lieberman in the case was 
that Mr. Kight in his abstract did not 
show’a saving, but on the contrary, had 
Mr. Lieberman. followed the advice given 
he would have done~so at a loss.” The 
case proceeded on this theory and in de- 
yeloping this defense all the fundamental 
principals and the practices of life in- 
surance were thoroughly shown. Dr. 
James W. Glover, of Ann Arbor, Mich., 
professor of insurance and mathematics 
at the University of Michigan, and Frank- 
lin B. Mead, secretary and actuary of 
the Michigan State Life Insurance Com- 
pany, of Detroit, Mich., assisted as actu- 
aries in Mr. Lieberman's defense, in ex- 
posing to the court and jury the fallacies 
in Mr. Kight’s clever manipulations and 
haphazard methods of juggling figures. 

Mr. Kight was forced to admit on the 
witness stand that he was not an actu- 
ary. He insisted, however, that he was 
a mathematician, a “farmer’s boy mathe- 
matician.”” To test his knowledge of life 
insurance and mathematics, Mr. Stone- 
man asked Mr. Kight a number of ques- 
tions, as follows: He was asked to 
analyze Mr. Lieberman’s premium rate of 
$63.28 per thousand. In answer he said 
that $14 was for the cost of life insur- 
ance, $4.71 was for expenses and $39.63 
was for ‘“‘so-called reserve.’””’ This made 
a ‘net gross premium,” as he called it, 
of $58.34. He was then asked what made 
the difference between $58.34 and the 
premium rate of $63.28 and he stated 
that the difference must be the loading. 
When asked to state how Mutual Benefit 
policies were loaded or define a net pre- | 
mium, he was unable to do so correctly | 
or satisfactorily. | 

Mr. Kight stated in the abstract pre- | 
pared for Mr. Lieberman that ‘$1,334.96 
of each premium would have paid for | 
$31,732 death claims, and that the bal- 
ance of the premium amounting to $673.04 
was not for life insurance, etc., and that 
at the death of the insured the company 
keeps the $31,732 cash death claim from 
which to pay $2,000 annually for twenty 
years.”” 

As a matter of fact, the commuted 
value of the annuities was really about 
$30,648 and Mr. Kight was asked how 
he computed the amount which he gave 
as $31,732. He demonstrated this com- 
putation on the blackboard by dividing 
the premium of $2,008 paid by Mr. Lieber- 
man (which, of course, Included the cost 
of the deferred annuities) By the Mutual 
Benefit rate of $63.27 per thousand for a 
15-payment life policy at age 51. The 
fallacy of this computation was easily 
shown to the court and Mr. Kight seemed 
to be at a loss to explain how the result 
of $31,732 which he obtainéd came so near 
the correct amount of $30,648 except by 
accident. 

Mr: Kight in his abstract also stated 
“in this $2,000 annuity the beneficiary is 
receiving $1,586.60 of her own: money and 
$4145.40 interest, or about 1 1-3 per cent. 
on the principal death claim." 

When he was asked to explain how he 
reached this result he took his amount 
of paid-up insurance as’stated above at 
$31,732 and divided it by 20. He showed 





| also compute the present worth of the 


anhuities. she was 'réceiving $1,586.60° of 
the principal and that the balance of 
$413.40 must, be interest. When his at-. 
tention was called to the fact that at, 
his rate of interest the principal would, 
be exhausted long before the twenty an- 
nuities had been paid, he was forced to 
admit that the rate and amount of inter- 
est as stated above would only. be for 
one year, and that it would average up 
at the rate of 3 per cent. for the twenty 
years. When he was asked to compute 
the interest rate for the second and the 
twentieth year according to his method 
of calculation, he said he would do so but 
it would require some time and that he 
would figure it out and bring the results 
to court the next day. The next day he 
did bring some figures which indicated 
that according to his calculation the in- 
terest rate at the twentieth year would 
be about 7 6-10 per cent., which, of 
course, was very much out of the way. 
This is simply mentioned to show his 
method of calculation and indicates how 
deceiving and misleading the statements 
in his abstract really are. 

Mr. Kight, as above stated, advised 
Mr. Lieberman to discontinue his 15-year 
limited payment life policy issued at the 
age of 51 after paying four premiums and 
taking an ordinary life non-participat- 
ing policy at the advanced age of 55 in 
a company giving a rate of about $49 
per thousand. 

Mr. Kight was requested to compute in 
court the present worth of the premiums 
that Mr. Lieberman would have to pay 
to mature his 15-year limited payment 
life in eleven more years, crediting divi- 
dends at an average of $300 per year, and 


premiums Mr. Lieberman would have to 
pay for his expectancy at age 55 had he 
followed Mr. Kight’s advice and taken 
the cash value of his Mutual Benefit 
policy amounting to $4,739.20 and an ordi- 
nary life non-participating policy as stat- 
ed above. Of course, Mr. Kight was un- 
able to do this, but Mr, Lieberman’s at- 
torney was able to demonstrate clearly 
to the court with the help of the actu- 
aries that there was no saving in favor 
of Mr. Kight’s suggestion, and the court 
thereupon took the case from the jury 
and directed a verdict against Mr. Kight 
and in favor of Mr. Lieberman. 


LIFE & CASUALTY COMPANY OF 
NEW YORK, N. Y. 





Exposed by New York Department. 

This company has been in process of 
organization for some time in the State 
of New York, and its declaration and 
proposed charter were approved by the 
Attorney-General on March 16, 1910. The 
incorporators are: F. C. Whitney, Mar- 
cus R. Mayer, Ernest S. Henle, Edward 
Barr, Frederick C. Gay, W. D. Webb, L. 
Van Rensselaer, Frederick E. Rittman, 
Arthur Hoffman, W. N. Brison, Wm..S. 
Munson, Abraham W. Naar, George J. 
Ord, J. M. Williams and Daniel D. Gile. 

The company has never completed its 
organization, and recently an examina- 
tion of it and of a subsidiary concern, 
the Manhattan Funding Company, was 


‘September 28, 1910. 


b | 
partment, the examination being dated 
This we believe is 
of: interest to all subscribers. whether in 
New. York or in other States, and: have, 
therefore, printed it in full belaw. 

This is a promotion scheme pure and 
simple, and the literature used contains 
many. deceptive statements which are re- 
ferred to in the examination. The prin- 
cipal organizer, Morton L.. Mortimer, who 
received so much of the stock of the 
company for his actuarial servicés (7), is 
not regarded seriously in ‘the’ actuarial 
field, nor has he an enviable reputation 
among insurance, men. The following 
examination is very important because, 
as stated in a bulletin issued on October 
12, 1910, by the Insurance Department of 
New York, “It is in its exposé of the 
methods of insurance company promoters 
that this report is most illuminating. Less 
money than is usual seems to have been 
spent in artistic printing, but the ap- 
parent parsimony here is made up by the 
abundant prophecy of the leaflets used.’’ 

The report follows: 

Life & Casualty Company of New York. 

“This company was organized under 
the provisions of article II, section 70 of 
the Insurance Law of this State,’for the 
purpose of making insurances ‘upon the 
lives or the health of persons and every 
insurance appertaining thereto,‘ and to 
grant, purchase or dispose of annuities. 

“The declaration and charter of the 
company was approved by the Attorney- 
General on March 16, 1910, and filed with 
this Department on March 21, 1910. The 
corporate powers are vested in a board of 
directors, consisting of fifteen persons, 
and the incorporators are authorized to 
act as directors of the corporation until 
the election of a regular board of di- 
rectors by the stockholders at the annual 
meeting of the corporation. In anticipa- 
tion of increasing tthe capital. stock, the 
promoters have published a prospectus 
of the Life & Casualty Company naming 
the authorized capital stock as $250,000, 
while the charter at present provides for 
a capital stock of only $100,000 divided 
into 13,333 1-3 shares of the par value 
ef $7.50 each. None of this capital stock 
has. been issued to date of this examina- 
tion. 

“The following names appear in the 
prospectus as directors of the corpora- 
tion: 

“Edmund W.. Wakelee, director. Wind- 
sor Trust Company, New York; James 
W. Husted, Vice-President Peekskill Na- 
tional Bank; George H. Earl, Secretary 
Northern, Pacific Railway Company; 
George W.. Marlor; 20 Wall street, New 
York; Edward Barr, ex-Treasurer Brook- 


lyn Bridge, President Fidelity Audit 
Company; Horace DeLisser, Vice- 
President United States Motor Com- 


pany; Francis N. Chapman, President 
Chapman Contracting Company, New 
York; Walter Pierce, Secretary Lidger- 
wood Manufacturing Company;. George 
M. Dunlop, senior member firm of John 
Dunlop Sons; Vice-President First Na- 
tional Bank, Spring Valley, N» Y¥:; Frank 
E. Bosworth .{insuranee), 165 Breadway, 
New York; Joseph Veit, President L. M- 
Reinach. Company, New York; Fred C. 








in this way that by each'of the twenty 


made by the New York Insurance: De- 


Whitney, proprietor Whitney Opera ‘Com- 
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pany; Theodore. J. Deuscher, Cary, 
Deuscher & Dennis, New York; Morton 
L. Mortimer.(insurance), New York; John 
Napier ¢insurance), New York; John S. 
Eakins, President J. S. & W. R. Eakins 
Company, ,12 Wallabout street, Brooklyn, 
N. ¥. 

“Walkup, Baldwin & Co., of 27 William 
street, are engaged in the promotion of 
the Life, & Casualty Company and of 
the Manhattan Funding Company. 

Manhattan Funding Company. 

This corporation was organized March 
8, 1910, under the provisions of the Busi- 
ness Corporation Law of this State, and 
the certificate of incorporation, filed with 
this. report, authorizes the company to 
form, promote, develop corporations, 
partnerships and associations and to 
carry on and undertake any business 
commonly carried on or undertaken by 
capitalists, promoters and financiers. The 
capital stock, originally authorized for 
$10,000, was increased in April, 1910, to 
$300,000, divided into 40,000 shares of the 
par value of $7.50 each. 

“The following are named as directors 
of the corporation for the first year: 

*“‘Reuben S. Baldwin, 27 William street, 
New York; Maurice De Levante, 27 Wil- 
liam street, New York; Thomas Walkup, 
27 William street, New York; Abraham 
W. Naar, 27 William street, New York, 
and Morton L. Mortimer, of 92 William 
street, New York. 

Stock Manipulations. 

“At a meeting cf the board of direct- 
ors held on April 13, 1910, Mr. Morton L, 
Mortimer, a consulting actuary of 92 
William street, New York, offered to 
transfer to the company his original plans 
of an old line stock insurance company, 
business forms and tabulated calcula- 
tions, and to render his personal services 
in the accomplishment of such plans in 
consideration of an issue of stock 
amounting to $299,500. Mr. Mortimer also 
agreed to contribute $125,000 of said is- 
sued stock, or as much more as will be 
necessary for. financing the Manhattan 
Funding Company for the purpose of 
enabling: the company to purchase the 
stock of The Life & Casualty Company. 

“This offer was accepted and 39,933 1-3 
shares were issued to Mortimer in accord- 
ance with the above offer, the remaining 
66 2-3 shares having been issued to the 
directors of the corporation. The origi- 
nal certificate of stock issued to Mr. 
Mortimer was subsequently canceled and 
approximately 23,000 shares issued to the 
officers and directors of the company. 

“The following appear as the largest 
stockholders of the company: 


Morton L. Mortimer...... 10,013 1-3 shares 
Reuben S. Baldwin ..... 4,458 2-3 “* 
Maurice DeLevante ..... 4,4572-3 ‘“ 
Thomas Walkup ........ 4,457 2-3 “* 
23,387 1-3 “ 


“The above issue represents a majority 
a the ‘capital stock and the corporation 
hag, received no.cash payments from the 
stoekholders.. _ 

“Maurice DeLevante, .secretary and 
tréasurer of. the corporation, was ¢x- 
amin 
been’. filed. with this report. According 
to his testimony and,.the exhibits attached’ 


.ynder oath and his testimony has. 








thereto, the Life and Casualty Company 
Proposes to execute an agreement with 
the Manhattan Funding Company .ap- 
pointing the latter corporation as its sole 
general manager and agent for a period 
of twenty years for the underwriting of 
insurance in the State of New York and 
such other States as the insurance com- 
pany may hereafter be authorized to en- 
ter. 

“In consideration of such appointment 
the Manhattan Funding Company will 
subscribe for the whole amount of the 
capital stock of the Life & Casualty 
Company as at present authorized, and 
for all future increase not exceeding the 
sum of $1,000,000, provided such increase 
shall have been effected prior to April 
15, 1913. It will pay 10 per cent. im- 
mediately upon the acceptance of the 
subscription and complete the payment 
of the balance of 90 per cent. to the pres- 
ent authorized capital stock of $100,000 
within six months after date of sub- 
scription. 

“Upon deposit of the sum of $100,000 
by the Life & Casualty Company with 
the Superintendent of Insurance the Man- 
hattan Funding Company will furnish the 
insurance company with a working sur- 
plus of not less than $25,000 and not ex- 
ceeding $50,000. The Manhattan Fund- 
ing Company will have the right to sub- 
scribe for an increase of the capital stock 
and to offer for sale such subscription 
rights at prices to be determined by the 
Manhattan Funding Company. 


Prospectus. 

“The prospectus of the Manhattan 
Funding Company names the following 
officers and directors: 

“Henry Stanley Baldwin, president; Har- 
ry S. Wiest, vice-president, Maurice De 
Levante, secretary and treasurer. 


Advisory Board of Directors: 

“George H. Earl, Secretary Northern 
Pacific Railway; George W. Marlor, 20 
Wall street, New York; Edmund W. 
Wakelee, Director Windsor Trust Com- 
pany; Edward Barr, President Fidelity 
Audit Company; Arthur P. Smith, 
Cashier Mechanics Bank, Brooklyn; Dan- 
iel O. Sprague, Deputy U. S. Collector, 
Port of New York. 

“The prospectus informs the reader 
that the Manhattan Funding Company 
has been organized to act as a holding 
eorporation for the stock of “The Life 
& Casualty Co., of New York,” as well 
as ‘“‘general agent’’ in the production of 
all its business; that the Manhattan 
Funding Company will at all times own 
51 per cent. of the stock of “The Life 
& Casualty Co.’ as well as a controlling 
interest in such other insurance compa- 
nies as shall be later established. 

“On page 4 is given an estimate of 
the commissions to be earned during the 
first five years by the company acting 
as general agent for the insurance com- 
pany. The estimate given is as follows: 


Pe ME svotdeseshectadueneel $20,000.00 
Second Year ....ceccccevescece 46,500.00 
Be ete 84,000.00 
Woeeth MOOT von ccccs Seve cese 139,500.00 
pitth MOU ° vtinuadiocus cane Ooeee 211,000.00 
Total earnings for five 
TE. ose cactacgceeeteees $501,000.00 





“On page 5 of the prospectus is out- 
lined the plan by which the Manhattan 
Funding Company will sell 37% per cent. 
out of a total issue of $1,000,000 of the 
stock of the Life & Casualty Company, 
realizing the sum of $750,000 by selling 
the stock at double of its par value. 

“An additional $250,000 will be realized 
by a sale of stock in the Manhattan 
Funding Company for its original sub- 
scription to the stock of the insurance 
company, making a grand total to be 
realized from the sale of stock amount- 
ing to $1,000,000 and enabling the Man- 
hattan Funding Company at the same 
time to retain 62% per cent. of the stock 
of the insurance company. 

“On page 6 is given a financial state- 
ment of the company’s condition in 1915, 
According to this statement the total as- 
sets of the company will amount to $2,- 
188,500, and the surplus to $1,888,500, 
after having paid dividends of $370,000 to 
its stockholders. On pages 7 and 8 are 
given the value and incomes derived by 
general agencies of life insurance com- 
panies with illustrations showing amounts 
paid out in one year in renewal commis- 
sions vy some of the large companies. Ac- 
cording to the prospectus issued by the 
Life & Casualty Company, it will write 
life and accident insurance and the esti- 
mated surplus to stockholders at the end 
of the fifth year will amount to $855,409 
after having paid $250,000 in dividends to 
its stockholders. 

“A leaflet has also been published, con- 
taining the declaration and charter of 
the Life & Casualty Company, the 
profits of life insurance and casualty in- 
surance illustrated by statistics, showing 
dividends paid and increase in the values 
of the stock of insurance companies. 

“A pamphlet has been printed, entitled 
‘The Modern Gold Mine,’ signed by Isi- 
dore P. Mantz, consulting actuary, Pekin, 
ill., containing statements and statistics 
to the effect that ‘The business of life 
insurance yields those controlling it more 
profit than all the gold, silver and cop- 
er mines of the country combined.’ 

“According to the testimony herein re- 
ferred to the literature of the two com- 
panies has, as yet, not been placed in 
circulation. 

Summary. 

“In order to create a nominal value for 
the stock of the Manhattan Funding 
Company, the promoters have adopted 
the plan of issuing practically the entire 
capital stock of the corporation to the 
actuary, who formulated the plans for 
the Life & Casualty Company. Under 
an agreement previously entered into this 
principal stockholder thereupon returned 
his entire stock to the treasury, and a 
majority of the capital stock was then 
distributed among the officers and di- 
rectors of the corporation as a bonus for 
services rendered. It is evidently the in- 
tention of the promoters to finance the 
insurance company with the . proceeds 
obtained from the sale of the minority 
stock in the Manhattan Funding Com- 
pany. This plan will enable. the officers 
and dfrectors who paid nothing for their 
stock to control both companies. 

“The prospectus and literaturé pre- 
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mistie nature.adopted by promoting en- 
terprises which have come under the ob- 
servation of this Department, and con- 
tain estimates of future earnings based 
on theories and not on actual facts or 
experience. 3 

“It has the effect of misleading the in- 
vestor, and is almost certain to result 
in disappointment. No mention is made 
anywhere of the costs of promotion, or 
expenses of the organization. 

“The underwriting contract to be ex- 
ecuted by the two companies for a period 
of twenty years, appointing the under- 
writer as the exclusive general agent of 
the insurance company, is not of a char- 
acter to receive the approval of this De- 
partment.” 


NEW WORLD LIFE INSURANCE COM- 
PANY, SPOKANE, WASH. 


Name Changed and Still Organizing. 

This company has been in process of 
organization for some time, having pre- 
viously been known as the Roman Cath- 
olic Life Insurance Company of America. 
Under date of October 5, 1910, it advised 
us that the name was officially changed 
on September 22, 1910, to the above title. 
It sent us @ prospectus which contains 
a number of arguments in favor of the 
promotion of the company. This pros- 
pectus has the usual statistical informa- 
tion in regard to the present value of 
the original capital stock of a number 
of life-insurance companies operating in 
the United States. In referring to the 
profits heretofore made on life insurance 
stock the prospectus does not state, as 
as it should do, that conditions now are 
entirely different from what they were 
years ago when these successful com- 
panies were formed; 
prospectus mention the numerous com- 
panies which have either gone out of 
business or reinsured. It is a fact also 
that the stock of many companies opera- 
ting in the United States to-day is not 
proving to be a very remunerative in- 
vestment to the holders thereof. The 
statements made in the prospectus are 
very optimistic, though not so misleading 
as those contained in the literature of 
some of the companies now being formed 
in this country. 

The main idea upon which the pro- 
motion is based, however, is that it will 
have as its stockholders or guarantors, 
policyholders or beneficiaries none but 
Catholics. It is the purpose of the 
founders of the company to confine its 
investménts ‘‘wherever practicable, possi- 
ble and within reason, among Catholic 
people or their institutions.” 

It is the intention of the incorporators 
to have a capital of $2,000,000 and a sur- 
plus of* over $1,000,000 when it begins 
business, and it expects to operate’ 
throughout the United States, the Do- 
minion of Canada and the Republic of* 
Mexico; ‘confining its business, as above 
intimated, among Catholics. 

It is Mmteresting to note that although 
the Hterature of the company signifies 
the- intention of the company to confine 
its efforts to write insurance on the lives 
of CathoHés only, it ‘states’ in a recent 
letter: to’ us as follows: 

“PNmarily a Catholic institutiom it 


neither does the} 





will be especially so in ownership. In 


all probability the company’s business 
will be confined to the insuring of Catho- 
lic lives.” 

From the foregoing it will be seen 
that the company will in all probability 
solicit business from persons not of the 
Catholic faith, if this should appear nec- 
essary. 

The present officers and trustees of the 
company are: president, Edward J. Can- 
non; vice-president, John J. Cadigan; 
secretary, Thos. J. Ennis; treasurer, Ed- 
mund Burke; medical director, Dr. Henry 
B. Luhn; trustees, Edward J. O’Shea, 
Thos. A. E. Lally and John D. Carmody. 

Philip Harding, manager of the Depart- 
ment of Organization and Development, 
advised us that he served with the West- 
ern Union Life Insurance Company of 
Spokane from the date of its inception in 
1906 until March 20, 1910. 

The president of the company, Ed- 
ward J. Cannon, is also the founder. 

Under date of October 5, 1910, Mr. 
Harding advised us that the company’s 
receipts to date from the sale of capi- 
tal stock was in the neighborhood of 
$225,000; that the company had not made 
much progress during the summer 
months, but that it was now offering 
stock for sale in nearly all the States 
west of the Mississippi River. 

The company will transact non-parti- 
cipating business only, and advised us 
that no stock or advisory board schemes 
will be employed in the sale of its stock. 

The promoters of the company state 
that the project has had generally the 
endorsement of the Catholic clergy. The 


‘ownership of the stock is to be wide- 
‘spread and the prospectus states that 


not more than 1,000 shares will be sold 
to any one individual. 

According to last advices the company 
has not as yet applied to the Insurance 
Department of Washington for a license 
to commence business, and the law of 
that State does not give the Department 
any jurisdiction or right of inquiry as to 
the condition or methods of selling stock 
or making investments until a company 
has applied for admission. We have 
asked the company to state the par 
value of its stock and selling price per 
share, expenses of organization to date 
and a number of other questions which 
it has not answered; therefore, we ad- 
vise all possible purchasers of stock in 
the company to investigate it thoroughly 
before subscribing thereto. 


READING MUTUAL LIFE INSURANCE 
COMPANY, READING, PA. 


Still Operating as an Assessment Asso- 
ciation. 

This is an assessment company, which, 
though operated from headquarters at 
Reading, Pa., was incorporated under the 
laws of Delaware, October 29, 1908, and 
jlicensed December 17, 1908. On May 18, 
1909, it advised us that it began active 
‘business January 1, 1909. A preliminary 
‘report upon it was printed in Best’s Life 
‘Insurance News for July 1, 1909, page 10 
land an important additional report em- 
ibodying the results of an examination of 
|the company by the Pennsylvania Insur- 
ance Department appeared in’ Best’s Lité 





Insurance News for September 1, 1909, 
pages 29 and 30. The people operating 
this company are also selling stock of 
the “Reading Life Insurance Company,” 
which is to operate on the legal reserve 
basis and is to be launched when suffi- 
cient stock has been sold. At that time 
it will take over the outstanding busi- 
ness of this company which is being writ- 
ten at rates that are adequate according 
to actuarial standards, though in form it 
is an assessment company and its policies 
contain a provision making the holders 
liable to assessment if necessary. The 
present company informed us that it be- 
gan business with $10,000 cash surplus, 
but the examination by the Pennsylvania 
Department shows that in fact this $10,- 
000 consisted of stock of the Corporation 
Funding & Finance Company, a concern 
formed to promote the Reading Life 
through the sale of its stock. The ex- 
aminers of the Pennsylvania Insurance 
Department requested access to the books 
of the Corporation Funding & Finance 
Company, in order to ascertain the real 
value of its stock. This was refused, and 
therefore the examiners did not allow 
credit for this stock in making up the 
statement of the Reading Mutual Life as 
of June 30, 1909. At that time the ad- 
mitted assets were only $1,330.89, but the 
only liability charged against it was ‘‘Sal- 
aries to officers,” amounting to $292.41. 
Being an assessment concern, it is not 
required to charge itself with any re- 
serve liability under the outstanding poli- 
cies. The examination showed that from 
the time it’ began business to June 30, 
1909, the premiums collected amounted 
to only $4,038.02, while the expenses were 
$10,832.86, indicating gross extravagance. 
The details will be found in Best’s Life 
Insurance News for September, 1909, 
pages 29 and 30, as stated above. The 
examination showed further that the 
Reading Mutual Life had made a con- 
tract with the Corporation Funding & Fi- 
nance Company, providing for the pay- 
ment of grossly excessive commissions; 
viz.: 80 per cent. the first year, 30 per 
cent. the second year and 22% per cent. 
each succeeding year for eighteen years. 
The company claims that these commis- 
sions are paid only where the premiums 
are payable monthly. A letter from it 
concerning this matter was printed in 
Best’s Life insurance News for Novem- 
ber 1, 1909, page 66. 


D. W. Rothenstes, the president of both 
concerns, is also the active manager of 
the business. He was formerly president 
of an assessment and five-year endow- 
ment concern called the ‘“‘Red Cross Pro- 
tective Society,’’ located at Philadelphia. 
The plan of that concern was hopelessly 
unsound. Mr. Rothensies claims that he 
was connected with it for only a short 
time. We consider any connection with 
it discreditable. 


The officers and directors of the com- 
pany ‘are listed’ in the report printed in 
Best’s Life Insurance: News for July, 1909, 
page 10. So far as we car learn, no one 


‘identified with it“has’ any knowledge of 


ithe life insufdnce business other than 
\Mr. Rothensies, and his experience ap- 
‘peurs to be limited: 

Reports which have reached us indicate 
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that stock of the proposed company is be- 
ing sold by means of extravagant repre- 
sentations as to probable profits. The 
company is to have $30,000 paid-in capital, 
and stock appears to be offered at from 
$15 to $20 per share, par value, $10. 

Persons approached with proposals to 
purchase stock of this zompany should, 
before doing so, carefully investigate the 
entire proposition and submit to some 
disinterested authority all documents em- 
bodying the contract witn the company 
before signing any papers. Stock of a 
new and small life insurance company is 
not likely to prove profitable, in any 
event for at least five years, judging by 
the experience of the most conservatively 
managed new companies formed during 
the last ten years. Investors should not 
permit themselves to be misled by state- 
ments showing extremely large profits 
from an investment many years ago in 
stock of the Prudential Insurance Com- 
pany, Aetna Life Insurance Company and 
others, for those profits were made under 
conditions which no longer exist and 
never can be duplicated. 

See important item regarding the com- 
pany in Best’s Life Insurance News for 
February, 1910, page 118. This refers to 
an article printed in the same number on 
the Corporation Funding & Finance Com- 
pany on page 109, which concern is pro- 
moting the Reading Life Insurance Com- 
pany (a legal reserve company) to suc- 
ceed the Reading Mutual Life. 

The following extracts are taken from 
the statement of the Reading Mutal Life 
Insurance Company for the year ending 
December 31, 1909: 

Total admitted assets, $42,141; total lia- 
bilities, $10,841; assessments, member- 
ship fees, dues, etc., $19,683; total cash 
income, $68,104; expenses paid, $34,962; 
total disbursements, $34,962; insurance 
written during year, $1,866,000; certifi- 
eates written, 3,533; insurance in force 
at end of year, $1,566,750; certificates in 
force at end of year, 3,087. 

On October 19, 1910, the company ad- 
vised us that it was still operating on the 
mutual assessment plan, declining to fur- 
nish us any information regarding its 
present condition or as to the probability 
of the early formation of the Reading 
Life Insurance Company, a stock com- 
pany now being promoted by the Cor- 
poration Funding & Finance Company 
to succeed the assessment concern. We 
are advised by reliable authority that the 
operations of this company are extremely 
limited in Reading; that the bulk of its 
business is being written around the coal 
regions on the industrial plan, few ordi- 
nary policies being issued. Most of the 
business is being done in the outlying dis- 
tricts of Philadelphia, Chester and Wil- 
mington. Stock is still being sold, and 
we presume that this will continue as 
long as the public appears interested. We 
are advised that the organizers of the 
stock company are reselling stock that 
has been thrown back on them by the 
purchasers who bought it in the early 
days of the promotion, and who were 
promised big results; that they became 
dissatisfied on account of the poor show- 
ing made thus far and have refused to 
pay notes given at the time of subscrib- 
ing to the stock. 











ST. LOUIS NATIONAL LIFE INSUR- 
ANCE COMPANY, ST. LOUIS, MO. 





Will Reduce Capital Stock to Make Good 
Impairment. 

The Insurance Superintendent of Mis- 
souri recently advised us that it is the 
intention of this company to reduce its 
capital stock from $200,000 to $100,000 at 
a stockholders’ meeting to be neld on No- 
vember 3, 1910. Proxies have been sent 
out to all the stockholders, and the Super- 
intendent states that he has been in- 
formed that about 1,200 of about 2,000 
stockholders have sent in their proxies, 
and are in favor of reducing the stock. 

We asked the Superintendent of Insur- 
ance whether Mr. G. G. Sutherland now 
holds the stock control of the company. 
He replied that he did not know, but 
that some time ago Mr. Sutherland in- 
formed him that he had secured control 
of about 750 shares of stock, and thinks 
that he (Sutherland) has since acquired 
other stock. 

Referring to the impairment of the 
company the Insurance Superintendent 
advised us in a letter of October 24 as 
follows: 

“Some six weeks ago when I nutified 
the company to make good the existing 
deficiency, the impairment was about $30,- 
000. It is, in all probability, less than 
this sum at the present time. I sug- 
gested to the company that if the stock- 
holders were not willing to contribute an 
amount of money sufficient to make good 
the impairment and to create a substan- 
tial surplus, that the stock ought to be 
reduced to $100,000, and it was through 
my suggestions that the board took up 
the matter of reducing the stock. Some 
radical reductions have been made in the 
expenses, and after the stock has been 
reduced the company will be in much 
better position than it has been for some- 
time. It will then have on hand a sur- 
plus of at least $70,000 or $75,000. I may 
say that the policyholders have full pro- 
tection, for the company has on deposit 
with the Department securities more than 
twice sufficient to cover all their out- 
standing liabilities on policies previously 
issued. The present officers give me 
every assurance that they will practice 
the strictest economies in the manage- 
ment of the company and will make every 
effort to build up a prosperous company. 
I will keep in close touch with it and do 
all that I can to help it along.’’ 

The present officers of the company are: 
President, E. L. Waggoner; vice-presi- 
dent and treasurer, E. S. Lewis; secre- 
tary, W. O. Rowley. 

The management expenses of this com- 
pany have been excessive, and the cost 
of new business has been heavy. There 
was a decrease in its surplus during 1908 
of $56,830. In 1909 the decrease amounted 
to $43,683.72, and at the end of that year 
the capital was impaired about $24,000. 
At that time the company was endeavor- 
ing to sell stock at $200 per share on an 
issue of 500 shares of new stock, thereby 
increasing the authorized capital to $200,- 
000. It will be noted that at the end of 
1909 the authorized capital was $150,000, 
which had feviously been paid-in in 
cash. We are not advised as to the suc- 
cess the company had in disposing of the 
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new issue of stock. We understand that 
now the capital is to be reduced, the 
par value of shares will also be reduceg 
from $100 to $10. 

There has been some talk of turning 
this company over to the Citizens Na- 
tional of Louisville, Ky., but the latter 
company advised us that no such trans- 
action is now contemplated. Our last 
advices from the Insurance Department 
of Missouri regarding this matter are to 
this effect also. 


SAN FRANCISCO LIFE INSURANCE 
co., SAN FRANCISCO, CAL. 





A New One for California. 

This company is in process of organi- 
zation, and is being organized by the Cal- 
ifornia Holding Company of which A. F. 
MacFarland is the president. We are 
unable to obtain any information as to 
the contract between the Holding Com- 
pany and the Life Insurance Company for 
the sale of stock or in regard to the 
expenses of the company. Letters ad- 
dressed to the San Francisco Life In- 
surance Company from this office have 
been returned by the post-office marked 
“not found.’” We have not sent any let- 
ters to the California Holding Company, 
but are advised by reliable representa- 
tives and also by our correspondent that 
the life insurance company is to have 
$250,000 capital and $50,000 surplus. 

Mr. MacFarland was formerly manager 
of the Prudential Insurance Company at 
San Francisco, and previous to that time 
was the organizer of the Western Union 
Life of Spokane, Wash. Prior to that 
time he was connected in the East with 
the Mutual Life Insurance Company of 
New York. We understand that he is 
an able man, and that he has enlisted 
a number of prominent and reputable 
business men of San Francisco and vi- 
cinity as directors. The following is a 
list of the directors as shown in a cir- 
cular issued by the company: 

Bradford, Wallace, retired capitalist, 
formerly of Hulse-Bradford Co., San 
Francisco; Clark, George D., N. Clark & 
Sons, Terra Cotta and Stoneware, San 
Francisco; Cole, Foster P., President 
Sterling Furniture Co., San Francisco; 
Doyle, Frank P., Cashier Exchange Bank, 
Santa Rosa; Eaton, Robert W., Horticul- 
turist, Watsonville, Cal.; Etienne, Victor, 
Jr., Secretary, Cyclops Iron Works, San 
Francisco; Grau, Herman, capitalist, Sac- 
ramento, Cal.; Growall, W. L., Direct- 
or Merchants National Bank, Director 
California Barrel Co., San Francisco; Har- 
per, Horatio T., Manager Sales Depart- 
ment, the Standard Oil Co., San Fran- 
cisco; Heilborn, Adolph, President Buf- 
falo Brewing Co., Director California Na- 
tional Bank, Sacramento; Hillyer, Curtis, 
Hillyer, Stringham & O’Brien, Attorneys- 
at-Law, San Francisco; Jackson, C. M., 
President Pacific Flax Co., Manager 
Stockton Fire Enameled Brick Co., Stock- 
ton; Kays, James A., Vice-President The 
Park Bank, Los Angeles; Keesling, F. V., 
Capitalist and Attorney-at-Law, San 
Francisco; Koster, John A., General Man- 
ager California Barrel Co., San Fran- 
cisco; Levi, Simon, Wholesale Grocer, San 
Diego, Cal.; McCray, Morris L., Presi- 
dent Midland Petroleum Co., Los An- 
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geles; McDearmott, Andrew M., 
talist, Pasadena, Cal.;. Mauzy, 

Treasurer Merchants’ Association, Deal- 
er Musical Instruments,» San  Fran- 
cisco; Miller, W. S. Treasurer Pacific De- 
partment the Standard Oil Co., San Fran- 
cisco; Renzel, Ernest H., Wholesale Gro- 
cer, San‘Jose, Cal.; Seale, Alfred, Capi- 
talist, Palo Alto, Cal.; Scott, A. W., Sec- 
retary and Treasurer, Scott, Magner & 
Miller Co., Wholesale Hay and.Grain Mer- 
chants, San Francisco; Smith, James H., 
Capitalist, Salinas, Cal. 


Capi- 
Byron, 


are: President, 
Vice-President, W. S. 
Miller; 2nd Vice-President, Francis V. 
Keesling; Secretary, W. L. Growall; 
Treasurer, Byron Mauzy; General Coun- 
sel, Hillyer, Stringham & O’Brien; Medi- 
eal Director, Dr. M. O. Austin; General 
Manager, A. F. MacFarland. 

It is very difficult to obtain any infor- 
mation about the affairs of the Holding 
Company, and although our representa- 
tive has called upon the company, we can 
only find out that it is disposing of 
1,000,000 shares at 50 cents each, three- 
fifths of which is to be applied on account 
of capital and two-fifths to surplus. We 
understand that the stock salesmen are 
all paid regular salaries, and it is ex- 
pected by the promoters that the life in- 
surance company will begin business 
about January 1, 1911. The manager, Mr. 
MacFarland, has promised our represen- 
tative a complete and detailed statement 
at that time. 

We are advised that Mr. 
ter, president of the life company, stands 
highly in the community and is manager 
of the California Barrel Company, and 
is also adjutant general of the National 
Guard, 

We 
yer, 


The present officers 


John A. Koster; 


John A. Kos- 


are also advised that Curtis Hill- 
the attorney for the concern, is a well- 
known young attorney prominent in Dem- 
ocratic politics. Mr. MacFarland stated 
that each director of the company has 
subscribed to $3,000 worth of stock, this 
sum being all that is allowed any single 
holder. 

Certain actuarial tables are being pre- 
pared for the life company by Actuary 
Paul L. Woolston. 
vised us that he 
with 
company 


has no other 
the company. 
wishes to issue 
idend” policies, which 
approved by Actuary 
company should use 
dend” forms, such 


connec- 
tion Apparently the 
forms were not 
Woolston. If this 
“guaranteed divi- 
dividends being 





That gentleman ad-| 


“ruaranteed div- | 
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shown in tte policy: in the form of cou- 
pons, it is doubtful whether or not it 
could obtaim the approval of the Califor- 
nia Insurance Department. 

We would advise anyone contemplating 
the purchase of stock in this com- 
pany to investigate its affairs thoroughly, 
and ascertain what the expenses of or- 
ganization are, if possible, and in addition 
call upon. us for a special report. ‘Pro- 
motions such as ‘this should be obliged 
to supply all applicants for stock and the 
Insurance Departments of the States in 
which they are operating with an exact 
statement of their affairs from day to 
day during the period of organization. 


TOLEDO LIFE INSURANCE COMPANY, 
TOLEDO, OHIO. 


Another Ohio Promotion. 

This company is being organized 
Wilbur Wynant, who organized 
Cleveland Life Insurance Company, and 
in connection with it the American 
Agency Company which had a “board 
contract” with the Cleveland Life. The 
Agency Company made use of the “board 
contract’”” scheme to put out estimates 
of profit which were improper, but the 
present president of the Cleveland Life 
succeeded in securing the cancellation of 
the general agency contract, and also in- 
augurated and successfully carried out a 
plan of liquidating the American Agency 
Company. This was all explained in our 
detailed report upon the Cleveland Life. 

The relations between Mr. Wynant and 
the company were discontinued in 1909, 
and so far as we are advised this is the 
first promotion he has been connected with 
since that time. He stated in a letter 
to us that officers had not at that time 
been selected, and that the company was 
doing business then under a temporary 
organization. He stated that there 
would be no subsidiary companies and 
no schemes of any kind whatever; that 
no one would be permitted to buy over 
$500 worth of stock, and that the com- 
pany expected to have in the neighbor- 
hood of 800 to 1,000 stockholders which 
it was expected would be obtained at a 
very nominal expense. 

We have had no definite information 
up to this time as to the exact amount 
of stock sold and the amount of organi- 
zation expenses to date. Mr. Wynant 
advised us under date of September 27, 
1910, that a little more than one-half 
of the stock was sold at the rate of $20 


by 
the 
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per share, par value, $10. He advised 
us that there was no watered. or promo- 
tion’ stock; that 25 percent. was col- 
lected with each application, the bal- 
ance to be paid on call; that no notes 
have’been taken as the application for 
stéeck is just.as binding. 

Mr. Wynant stated to us that. the’stock 
subscription blank used provides that the 
company may use 25 per cent. for pro- 
motion, but that it’ would not use 20 per 
cent. Agents are paid 20 per cent. on 
subscriptions of $200 or: less, and on 
amounts over $200*they are paid 10 per 
cent. It seems to be the intention to or- 
ganize this company at a moderate ex- 
pense considering the large ‘number of 
stockholders which ‘it: will: have; and the 
small capitalization: 

We have made.a number of inquiries in 
and around Toledo and it appears that 
the promotion is not taken very serious- 
ly in its home city, and also that the 
organization work is going along rather 
slowly. 


TRINITY FINANCE 
YORK, 


COMPANY, NEW 
N. Y. 


Has Ceased Operations. 

This is another New York promotion 
scheme which was recently examined by 
the New York Insurance Department, the 
report being dated September 16, 1910. It 
was incorporated in Maine, in February, 
1909, the incorporators being citizens of 
Maine, but apparently representing one, 
George G. Hynson, and a stock selling 
corporation known as Pratt & Grigsby. 
Our subscribers are no doubt familiar 
with the history of Pratt and Grigsby, 
who formed the Mississippi Valley Life 
of Little Rock and the Western States 
Life of San Francisco. They are pro- 
fessional promoters, whose services are 
always expensive. 

We will not print the ‘report of the ex- 
amination upon this company or the 
bulletin issued by the New York Depart- 
ment under date of Octobér 15, 1910, for 
the reason that the company ceased to 
do business after it was examined by the 
New York Department, having found its 
plans to be a failure. The Department 
criticised the whole promotion, and any 
who are interested can procuré a copy 
of the examination “or a copy of the bul- 
letin of October “15, 1910, upon applica- 
tion to the Insurance Superintendent of 
New York: 
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Life & Acc. Ins. Co., 
v , Galveston, Tex 


Temperance Life Ins. Assn,, 
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First National Life Ins. Co., Baltimore, Md...July 

Franklin Life, Springfield, 
A 5! 


); Aug., 25; November.... 


Georgia Life, Macon, 


btcevnn cindaadcs Seer 
Germania Life 


Insurance Company, 
German American Life, Denver, Col eee 
German-American Life, Omaha, 
German Mutual Life, Chicago, Il 
German Nat’l Life, Chicago, Ill 
= Life Insurance Company, Philadelphia, 
esos Ss pheoee eee fe ge toc 
POET Te er re ere _——— ember.... 
Great Northern Life, Toledo, O 
Southern Agency Co., 
Great Western Life, Kansas City, Mo......... 
Great West Life Asian Company, Winni- 
Guaranty Life, Davenport, f° Sapera epee 
Guardian Life, Madison, Wis 
Guardian Life, Seattle, Wash 
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—- 28 
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Northwestern Mutual Life Insurance Com- 
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Ohio Nat. Life Ins. Co., Cincinnati, O........ September.... 
Oregon Life Insurance Company, Portland, 

Ore. (Div., 1910) 
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Phoenix Mutual Life Insurance Company, 
Hartford, Conn. (Div., PSS ee ee 
Pittsburg Life & Trust Co., Pittsburg, oped 
Presbyterian Ministers’ Fund, Pridelphta, 

Pa. (Div., 1910 
Protective Life Insurance Company, Birming - 
a. 
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Provident Life and Trust “Company, Phila- 
delphia, Pa. (Div., 1910 

Prudential Insurance eer pak ‘America, 
Newark, N. J. (Div., 1910) 
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Best’s Reports Upon Fire and 
Casualty Insurance Companies 


are the standard authority. Subscription 
includes an annual volume similar in 
style and size to the life volume; a 
separate monthly paper; and _ special 
reports and bulletins—-exactly the same 
system as is followed in our life insurance 
reporting department. 


If you do any fire or casualty business 
send for particulars to 


ALFRED M. BEST COMPANY, Incorporated 
100 William Street, New York 














BEST’S LIFE INSURANCE NEWS. November 1, 1910 












BEST’S LIFE REPORTING SERVICE 


INCLUDES 





(a) The use during period of subscription of the latest annual edition 
of Best’s Life Insurance Reports, a volume of about 550 large pages, the 
volume measuring 8% x 11 inches. This work is the most comprehensive 
review of life insurance companies, associations and orders ever issued. 


Nothing approaching it in scope has ever been placed at the disposal of 
insurance men and the public. 











It includes: 


Reports upon all legal reserve companies, assessment associations and 
fraternal orders, and gives an honest, straightforward statement, in simple 


language, of those factors which determine the value of a life insurance 
policy. 


(b) A year’s subscription to “Best’s Life Insurance News,” issued 
monthly. The paper contains no “gossip,” no “puffs,” and no “write-ups” 
—nothing but essential information concerning the new companies con- 
stantly entering the field, and interesting and valuable news respecting 
existing organizations. A glance at the index on the first page of each 
number quickly tells whether or not there have been important develop- 
ments in connection with institutions in which a subscriber is interested. 
A complete progressive index printed at the end of each issue con- 
veniently shows in what number reports upon any concern, printed subse- 
quent to the issuance of the annual volume, may be found. The value of 
this index is at once apparent. It emphasizes a very important feature of 
our service, namely, the immediate availability of all the information we 
have printed regarding a company, association or order. 


(c) Special confidential reports as called for under the terms of con- 
tract. They amplify the printed reports and contain any matter which it 
might be imprudent to print, but to which inquiring subscribers are entitled. 


(d) All confidential bulletins as issued, whether or not the subscriber 
has inquired concerning institutions affected. These bulletins contain 
important advance information which we are constantly receiving, and 
are immediately mailed to subscribers entitled to them. Many prefer to 
have the information in this way instead of waiting until it reaches them 
in response to a special inquiry or through the columns of our paper. 


COST OF THE ABOVE SERVICES 


Contract “A”—Items outlined above, (a), (b), (c) and (d). Cost,, 
$20 per annum. 


Contract “B”—Items outlined above, (a), (b) and (c). Cost, $15 per 
annum. 


Contract “E”—lItems outlined above, (a) and (b). (Confidential re- 
ports called for under this contract cost fifty cents each additional.) Cost, 
$10 per annum. 


Best’s Life Insurance News only—$2.00 Per Annum. 
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